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CONTRACTING FOR MAIL-BOAT SERVICE IN ALASKA 


FRIDAY, MAY 6, 1960 


or RepreseNTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON 
Post Orrick AND CiviL SERVICE, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 215, House Office Build- 
ing, Hon. James C. Oliver (subcommittee chairman) presiding, for 
the consideration of S. 1849 and H.R. 6835. 

Mr. Ottver. The subcommittee will be in order. 

This subcommittee was appointed to consider S. 1849. The mem- 
bers of the subcommittee are Mr. Prokop and Mr. Barry, and I was 
designated chairman. H.R. 6835, introduced by Congressman Rivers 
of Alaska, is identical to the Senate-passed bill, S. 1849, which pro- 
vides that any steamboat or other powerboat employed in the per- 
formance of any contract for mail-boat service in Alaska shall be 
operated exclusively on the route described in the act of August 10, 
1939. 

(The bill, H.R. 6835, follows :) 


(H.R. 6835, 86th Cong., 1st sess.] 


A BILL To amend the Act of August 10, 1939, authorizing the Postmaster General to 
contract for certain powerboat service in Alaska 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Act entitled “An Act to authorize 
the Postmaster General to contract for certain powerboat service in Alaska, and 
for other purposes”, approved August 10, 1939, as amended (39 U.S.C. 487a), 
is amended by inserting before the period at the end thereof a colon and the 
following: “Provided, That any steamboat or other powerboat employed in the 
performance of such contract shall be operated exclusively on the route de- 
scribed in this Act.” 


Mr. Ontver. The Postmaster General, under the existing law (39 
U.S.C. 4872), contracts for transportation of mail by powerboat. be- 
tween Seward and Nikolski, Alaska, and several intermediate points. 
Service is required to be performed on a monthly frequency, using 
a safe and seaworthy boat of sufficient size to provide adequate space 
for mail, passengers, and freight. 

This legislation would require that the mail boat used to carry 
mail from Seward to the various points on the route be operated ex- 
clusively on the route described in the law. It would prevent opera- 
tion of the mail boat on any other run such as down to Seattle, which 
was previously done by the operator who had the mail contract prior 
to July 1954. 

The Postmaster General, in his report on the proposed legislation, 
has indicated he has no objection to its passage as it would not impair 
his authority to arrange for service which, in his discretion, he may 
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deem necessary between points on the route specified in the act of 
August 10, 1939, as amended. 

The Alaska Livestock & Trading Co. has submitted a statement 
for the record voicing opposition to the passage of this legislation. 
They point out that with the mail-boat run being restricted to the run 
between Seward and points on the chain, elimination of the side trip 
to Seattle has resulted in higher shipping costs and more time required 
for supplies to reach their ranch from Seattle. They are opposed to 
this proposed legislation which would preclude any contractor in the 
future providing service which would include direct connections with 
Seattle. 

The statement in opposition to this bill from the Alaska Livestock 
& Trading Co., as well as a copy of the bill and the official report from 
the Post Office Department will be inserted in the record. 

I think if there is no objection we should include in the record at 
this point a letter which I received from Mr, William H. Bishop, who 
is the president of the Alaska Livestock & Trading Co., which letter 
states in more detail some of the points included in the general state- 
ment which I have made in the introductory remarks. If there is no 
objection I think perhaps this is the point to insert this letter and it 
is so ordered. 

(The document above referred to follows :) 


ALASKA LIVESTOCK & TRADING Co., INC., 
Portland, Oreg., May 38, 1960. 
Hon. JAMES C. OLIVER, 
House of Representatives, 
Committee on Post Office and Civil Service, 
Washington, D.C. 
DEAR CONGRESSMAN OLIVER: For many years the Alaska Livestock & Trading 
Co. has operated a sheep ranch at Chernofski Harbor on Unalaska Island in the 
Aleutians. The only scheduled mail, passenger, and freight service between 
the ranch and Alaska and Seattle has been by monthly mail boat. 
Prior to July 1954, the mail boat called once a month at Seattle to pick up 
freight and passengers for the stops it made along the chain for the Post Office 
Department. This arrangement gave us, and others in a similar position to 
ours, direct and reasonably fast service with our chief source of supplies and 
market—Seattle. So far as we know, the mail boat had no problem delivering 
the mail on schedule while making a trip to Seattle between mail runs along 
the chain. 
S. 1849, the Alaska mail route bill, has been written to prevent or preclude 
the operator of the mail boat from making calls at Seattle between scheduled 
mail runs out of Seward. The present contractor has been unable or unwill- 
ing to bring his vessel to Seattle, as the previous contractor did, and this has 
obliged us to send our freight from Seattle to Kodiak on Alaska Steamship ves- 
sels for transfer to the mail boat. Such an arrangement has increased our ship- 
ping costs some 40 percent over the previous setup where direct shipments could 
be made from Seattle to the ranch. In addition to higher shipping costs, there is 
also more time involved in transshipments at Kodiak and it sometimes takes as 
long as 60 days for supplies to reach the ranch from Seattle. 
We believe there are shipowners in the Pacific Northwest that are interested 
in bidding for the mail contract next year and if successful will have their ves- 
sels call at Seattle either monthly or several times a year to accommodate resi- 
dents on the mail route. The enactment of 8. 1849 would eliminate any interest 
these shipowners have in the Aleutian mail contract and perpetuate the present 
arrangement which can only work to the disadvantage of those of us along the 
chain who are serviced monthly by the mail boat. 
The writer is very sorry he cannot attend your subcommittee’s hearing on 
S. 1849 which is presently scheduled for May 6. I would like very much to 
testify in regard to this mail route bill and to hear other testimony that would 
no doubt be given. If it is in order, I would like this letter included with 
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the record of the subcommittee’s hearing on S. 1849 inasmuch as I cannot be 
present at the hearing. 
Sincerely yours, 
Wo. H. Bisuop, President. 


Mr. Ouiver. We have with us here this morning two distinguished 
Members of the House, good friends of all of us, Congressman Rivers 
and Congressman Pelly who wish to be heard on the bill. I under- 
stand one of you has some other appointment so that you need to 
expedite your appearance here. 

Mr. Petty. Yes. 

Mr. Rivers. I am supposed to go to my own committee, the Com- 
mittee on Interior and Insular Affairs, for something that is pend- 
ing there, but I will stay 10 or 15 minutes. I yield to Mr. Pelly. 

Mr. Petxiy. If it would not inconvenience you, I do have another 
meeting. 

Mr. Ontver. If it is all right with you, Congressman Rivers, Con- 
gressman Pelly has a statement in connection with this proposed 
legislation which we will be very glad to receive. 


STATEMENT OF HON. THOMAS M. PELLY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mr. Petry. First, Mr. Chairman, I received a telegram this morn- 
ing from one of my constituents from Seattle. This telegram is 
from Mr. Petersen, an attorney in Seattle, saying it is impossible for 
Captain Kimbrell—who, I believe, is a vessel owner who wishes to 
make a statement—to be here, but his attorneys mailed a statement 
to the committee. I would like to ask that it be made a part of the 
record. 

Mr. Oxtver. Without objection, it is so ordered. 

(The statement follows :) 

KuMM, MAXWELL, PETERSEN & LEE, 
Seattle, Wash., May 5, 1£60. 
Mr. FrRepertck C. BELEN, 
Chief Counsel, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D.C. 

DeAR Mr. BELEN: We are writing you in opposition to the Alaska mail route 
bill, S. 1849, which is designed to eliminate competition on the Seward-Nikolski 
mail route. We regret that repeated rescheduling of the date for hearing has 
made it impossible for us to make a personal appearance. 

Early last year when the existing Seward-Nikolski mail contract was about 
to expire, we urged the Post Office Department that the contract be open 
for competitive bid rather than automatically renewed with the existing car- 
rier. Enclosed is a copy of our statement of January 30, 1959, to a Member 
of Congress in regard to the background of legislation and actual service con- 
cerning the route. We request that this statement be made a part of your 
hearing record. 

Our client directly concerned with keeping the Seward-Nikolski mail route 
open to competitive bid is Kimbrell-Lawrence Transportation, Inc., a trans- 
portation company interested in bidding to serve the route, but a substantial 
number of people residing or doing business in the Aleutian Islands have ex- 
pressed themselves in favor of competitive bidding on the route. The legisla- 
tive history of the Alaska mail route statute makes it clear the need for 
passenger and freight transportation rather than the mere carriage of mail was 
the reason for this special legislation (see pp. 12 to 14 of the enclosed state- 
ment). It has been due to dissatisfaction with the existing service and with 
the hope of improved freight and passenger service that could be the byproducts 
of competitive bidding that residents and business interests on the route have 
expressed themselves in favor of retaining competition for service. 
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The Seward-Nikolski mail contract was eventually opened for competitive 
bidding last spring, but it was not until our client received the advertisement 
for bids that we learned that service around Kodiak Island (formerly served 
by other facilities) had been added to the route. This adjustment to the route 
added approximately 700 nautical miles and 5 traveling days including port 
time. In the short time that was available, Kimbrell-Lawrence Transportation, 
Inc., could not obtain commitments for the necessary equipment to serve the 
longer route and therefore the bid submitted by our client was not as competitive 
as it would have wished for and previously expected. The contract was again 
awarded to the former carrier, Aleutian Marine Transport Co., who, we under- 
stand, has already obtained an increase in the contract price. 
The present carrier is based in Seward, Alaska, and we know that opposition 
to competitive bidding for the route has come largely from Seward and Kodiak. 
Seward businessmen, of course, have little to directly gain if the present carrier 
loses the contract to a company which might provide service from a Seattle, 
Wash., headout. However, it is to be noted that Seward and Kodiak are at 
the east end of the mail route. With populations of approximately 8.500 and 
5,000, respectively, these Alaska cities are not in isolated areas and receive 
substantial commerce and mail service apart from the Seward-Nikolski mail 
boat. It was in order to serve the smaller isolated communities west of Kodiak 
along the Alaska Peninsula and out into the Aleutian Islands that the Seward- 
Nikolski marine mail route was created. We quote the words of Mr. Dimond, 
Alaska delegate, spoken on the floor of the House on August 3, 1939, just prior 
to the unanimous passage of 39 U.S.C. 487a: 
“In a certain part of Alaska, in that part which embraces the Alaska Penin- 
sula and some of the Aleutian Islands, a region about 1,000 miles long, and 
containing six or seven or eight thousand people, there is difficulty in getting 
facilities for transportation for freight or passengers. 
The purpose of this bill is to improve the service, so that in addition to fur- 
nishing transportation of the mail in this region, the bill will authorize the 
Postmaster General to require that the mail carrier also use in the service a 
safe and seaworthy boat of sufficient size to carry a reasonable number of 
passengers and some freight, in order to give adequate transportation service.” 
Alaska Legislators Al Owen and Charles Franz who represent “that part 
which embraces the Alaska Peninsula and some of the Aleutian Islands, a 
region about 1,000 miles long,’ have been outspoken in seeking competitive 
bidding on the Seward-Nikolski mail route. All the communities on the Alaska 
Peninsula and in the Aleutian Islands have expressed themselves in favor of 
competitive bidding. The improved service which could result from competitive 
bidding would directly benefit the health and economy of the communities the 
mail route is intended to serve and would indirectly benefit all of Alaska and 
the Northwest States. 
Our enclosed statement names a number of the concerns doing business in 
the Aleutian Islands and on the Alaska Peninsula for whom we are authorized 
to speak in advocating that the Seward-Nikolski mail contract be awarded 
on the basis of competitive bidding. In addition to many wires and letters from 
residents in the area, the Post Offic e Department received a petition signed by 
nearly every adult resident of Sand Point, Unga, and Squaw Harbor, Alaska, 
expressing dissatisfaction of existing service. 
Senate bill 1849 is special interest legislation inspired by the carrier which 
presently serves the mail route and is designed to eliminate competition for 
future contracts. The special interests such legislation would serve are not 
located on the Alaska Peninsula and in the Aleutian Islands which are intended 
to be served by the mail route and Senate bill 1849 is contrary to the legislative 
intent in creating the mail route. Obviously, the Post Office Department will 
be in a better position to obtain the best service available if it is free to consider 
a bid for service from any transportation company, whether that company has 
operations limited exclusively to the Aleutian Islands or serves a larger area 
of the Pacific Northwest and Alaska. 
Respectfully yours, 
RAYMOND J. PETERSEN, 
By S. J. A., Secretary. 


INFORMATION RE SEWARD-NIKOLSKI MAIL CONTRACT 
Our client directly concerned with this matter is Kimbrell-Lawrence Trans- 


portation, Inc., a Washington corporation, anxious for the opportunity to make 
a competitive bid for the Seward-Nikolski mail contract. The corporation’s 
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vessel, Western Pioneer, has been available since August 1958 for nonscheduled 
freight transportation from Northwest ports to and from ports throughout the 
Aleutians. Capt. Ed L. Kimbrell is president and one of the principal stock- 
holders in this corporation. Mr. Richard R. Lawrence, another principal stock- 
holder, is secretary-treasurer. Captain Kimbrell and Mr. Lawrence have sailed 
and will sail as master and chief mate, respectively, of the vessel Western 
Pioneer. 

The personnel of Kimbrell-Lawrence Transportation, Inc., are eminently 
qualified. Captain Kimbrell is 483 years of age, attended the University of Wash- 
ington and its Naval College during the years 1936 to 1939, has a Puget Sound 
pilot’s license, and since 1943 has held an unlimited master’s license. He first 
went to sea in 1931 and has sailed throughout the world on Dollar Lines vessels. 
During the years 1941 to 1946 he sailed as mate, master, and pilot for Alaska 
Steamship Co., leaving the SS Baranoff in 1946 when he was elected agent for 
the Masters, Mates, and Pilots. From the fall of 1951 until July 1954, Captain 
Kimbrell was master of the MV Garland for Berger Transportation Co. The 
Garland was the Seward-Nikolski mail boat during these years, and Captain 
Kimbrell (with Mr. Lawrence as chief mate) was operating on the same mail 
route which he now hopes to serve with his own company’s much finer vessel. 
Berger Transportation Co., lost the mail contract in July 1954, Aleutian Marine 
Transport Co., which now handles the contract, having submitted a lower com- 
petitive bid. 

Mr. Richard R. Lawrence is 43 years of age, has a chief mate’s license and an 
Alaska pilot’s license. He has held these licenses for more than 15 years, sailing 
as chief mate with Alaska Steamship Co., and as chief mate on the Seward 
Nikolski mail route aboard the Garland with Captain Kimbrell. 

After leaving the Garland in 1954, Captain Kimbrell worked out of Seactle. 
Wash., as a Puget Sound pilot on U.S. Navy test runs until he and Mr. Lawrence, 
as partners, in 1955 purchased the vessel Western Trader, a 289-gross-ton re- 
frigerated reefer ship. Captain Kimbrell and Mr. Lawrence, doing business as 
Western Trading & Fishing Co., have since operated the Western Trader as a 
large cannery tender, servicing the fishing operations of various fish packing 
and processing Companies throughout the Aleutian Islands. 

As you can readily see, the principals of Kimbrell-Lawrence Transportation, 
Inc., in addition to being experienced and proficient seamen, have a valuable 
backlog of experience with the waters of Alaska and the marine transportation 
problems peculiar to the Aleutian Islands. 

Having observed the dire need for improved marine transportation to and 
from the Aleutian Islands, Captain Kimbrell, Mr. Lawrence, and R. B. Bivins, 
general manager and a principal of Seattle Shipbuilding & Drydocking Corp., in 
December 1956 purchased the ship that is now hamed Western Pioneer. This 
vessel (formerly ARS-29 and Vent) was built at Bellingham Iron Works in 
Bellingham, Wash., in 1944 as a Government salvage tug and cargo vessel. It 
was the last (and therefore, likely the best) of its class that was built. It re- 
ceived very little use by the Government before it was put in “mothballs.” and 
aside from the normal effects of the elements, it was practically a new ship 
when it was acquired as a Government surplus item by Captain Kimbrell and 
his associates. 

In August 1957, Kimbrell-Lawrence Transportation, Inc., was organized to 
take ownership of the Western Pioneer and to finance its renovation and con- 
version to a refrigerated dry cargo vessel. With the aid of a Small Business 
Administration loan in the sum of $175,000 this renovation and partial rebuild- 
ing was completed in August 1958. 

Enclosure No. 1 is a copy of a report of one of the leading surveyors of a 
survey for marine underwriters which sets forth specifications of the Western 
Pioneer. Items concerning the surveyor’s opinion of market value have been 
omitted from®the copy of the report. The Western Pioneer has a U.S. Coast 
Guard certificate of inspection, an American Bureau of Shipping certificate, 
and is documented by the U.S. customs. 

The Western Pioneer was purchased and converted by Captain Kimbrell and 
his associates with the belief that it would be of ideal design for the heavy 
weather of the Aleutian Islands. The ship appears to have turned out exactly 
as planned. In two voyages to Aleutian ports and return to Seattle, she has been 
found comfortable and safe, of sufficient size for rough going, and still fast 
enough to maintain her schedule. 
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The Western Pioneer has specifications as follows: Length, 183 feet; beam, 40 
feet ; depth, 20 feet; gross tons, 928.4; horsepower, 1,800 (diesel electric drive) ; 
speed, 121% to 13 knots. 

3y contrast, the Expansion, the vessel of Aleutian Marine Transport Co. now 
handling the mail contract, according to the Official Registry of Ships has speci- 
fications as follows: Length, 107.1 feet; beam, 26.8 feet; depth, 12.5 feet; gross 
tons, 270; horsepower, 640. 

Furthermore, the Expansion is an older vessel and it is not refrigerated. 

As mentioned above, Aleutian Marine Transport Co. was the successful com- 
petitive bidder for a 4-year contract for the Seward-Nikolski mail route com- 
mencing July 1, 1954. This contract was renewed with the existing carrier for 
a period of 1 year and will expire June 30, 1959. Our client advises us that 
should the contract now be awarded to it on the basis of competitive bidding. 
the Western Pioneer would operate without difficulty on the following schedule: 


Days 


Captain Kimbreli states he has made a complete “turnaround” with the Gar- 
land in 21 days and has no doubts about keeping a monthly schedule. The West- 
ern Pioneer is faster than the Garland, and its extra cargo space would be offset 
by the faster running time. The Seward-Nikolski mail route contract has hereto- 
fore called for monthly mail service to the Aleutian Islands. 

The mail boat is the only scheduled marine transportation westward through- 
out the Aleutian Islands. Without mail contract revenue, Kimbrell-Lawrence 
Transportation, Inc., is not able to provide scheduled transportation to the 
Aleutian Islands, It is patently obvious that improved service and economy in 
the transportation of freight and passengers would be enjoyed by residents and 
business interests in the Aleutian Islands if a vessel like the Western Pioneer 
made scheduled ports of call. We are advised that the following local companies 
who would benefit from scheduled transportation to and from the Aleutians are 
advocating that the Seward-Nikolski mail contract be awarded on the basis of 
competitive bidding : 

Aleutian Cold Storage Co., Skinner Building ; 

Wakefield Fisheries, Fishermen’s Terminal; 

New England Fish Co., 618 Second Avenue; 

San Juan Fishing & Packing Co., pier 31; 

Washington Fish & Oyster Co., pier 54; 

Chignik Fisheries Co., Exchange Building ; 

P. E. Harris & Co., Dexter Horton Building ; 

Pacific American Fisheries ; 

which in itself shows the transportation and passenger benefit to the district. 
Alaska Livestock & Trading Co., an Alaska corporation, with offices in Port- 
land, Oreg., has taken an active interest in this matter, as has Mr. Verne Robin- 
son, a fish processor at Unalaska. Enclosure No. 2 is a copy of a petition to the 
Post Office Department signed by nearly every adult resident of Sand Point, 
Unga, and Squaw Harbor, Alaska. Enclosure No. 3 is a copy of the letter of Mr. 
Frank R. Erickson, president of Aleutian Cold Storage Co., forwarding this peti- 
tion to the Seattle traffic maanger for the Post Office Department. We know of 
no resident or business interest in the Aleutian Islands who favors a renewal of 
the mail contract with the present carrier without competitive bidding. 

Captain Kimbrell and his associates purchased the Western Pioneer and 
started work on it more than 2 years ago with the Seward-Nikolski mail contract 
in mind. They had no idea that the Post Office Department would pass up an 
opportunity for a competitive 4-year bid with knowledge that a firm with a ship 
far superior to that in use was ready to bid. From the inability to obtain a satis- 
factory or positive statement from the regional director it would appear that this 
may be the case. 

Kimbrell-Lawrence Transportation, Inc., notified the Post Office Department of 
the availability of the Western Pioneer and of its interest in the Aleutian Islands 
mail route by letter of November 5, 1958, to the Seattle distribution and traffie 
manager. The specifications of the Western Pioneer, a proposed schedule of 
operations, and information concerning personnel of the corporation have been 
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made available to the Seattle office of the Post Office Department. The afore- 
said letter of November 5 was not answered until December 5, 1958, but in con- 
versations with the Seattle office Captain Kimbrell was advised that a decision 
either to recommend advertising for bids or to renew service with the present 
carrier would be made at the regional office of the Post Office Department in 
Portland, Oreg. This is apparently proper procedure. However, we are in- 
formed that the Post Office Department has assigned complete jurisdiction of the 
matter to Mr. 8S. G. Schwartz, regional director in Portland. 

We have learned that Senator Richard Neuberger, as a result of information 
furnished him by Alaska Livestock & Trading Co., has been interested in com- 
petitive bidding on this contract since the fall of 1957. On October 17, 1957, 
nearly 9 months before the expiration of the then existing contract with Aleu- 
tian Marine Transport Co., Regional Director S. G. Schwartz wrote to Senator 
Neuberger as follows: 

“Current policy is to renew with the present contractor if service has been sat- 
isfactory. The service provided by the Aleutian Marine Transport Co. has been 
excellent and the rate is considered equitable. Accordingly, the contract will be 
renewed for the next term, which will be for 1 year only. At the end of that 
short term, contracts in Alaska will again be let for 4 years and at that time 
consideration will be given to readvertisement,” 

It appears that the conclusion of Mr. S. G. Schwartz that service had been 
excellent is at odds with the views of all the recipients of the service in the 
Aleutian Islands, 

On September 13, 1957, the office of the post office district traffic manager in 
Seattle, Wash., had indicated in conversations with a representative of Alaska 
Livestock & Trading Co. that consideration was being given to changing the ter- 
minus from Seward to Seattle. 

In a letter of May 15, 1958, to the manager of Senator Neuberger’s Portland 
office, Regional Operation’s Director Schwartz stated in part: 

“It is our intention to look into the possibility of having the present service 
changed to provide for a Seattle, Wash., headout under the next 4-year contract 
term which will start July 1, 1959.” 

On June 18, 1958, Mr. S. G. Schwartz wrote Senator Neuberger as follows: 

“Consideration is being given to extending this route to operate from Seattle 
instead of Seward. A tentative offer was made by the present contractor of the 
boat route from Seward to carry the mail from Seattle direct to the Aleutian 
chain offices. However, upon reconsideration he withdrew his offer for the 
time being due to the fact that the boat required for such service exceeded his 
present financial resources.” 

In early December 1958, Mr. William H. Bishop, president of Alaska Livestock 
& Trading Co. and Captain Fimbrell both wrote to Senator Neuberger in Port- 
land, Oreg. A copy of Senator Neuberger’s letter of December 12, 1958, to Mr. 
S. G. Schwartz is our enclosure No. 4. Mr. Schwartz answered Senator Neu- 
berger 12 days later in a letter of December 24, 1958, which stated in part: 

“Services provided the Aleutian chain are from Seward to Nikolski by the 
Aleutian Marine Transport Co. We have received suggestions that this route 
operate from Seattle instead of Seward. We are operating this route under 
authority of 39 U.S.C. 487a which does not permit favorable consideration of the 
proposals to change the route’s terminus.” 

And Mr. Schwartz closed his explanation with the identical words he has 
used to answer other inquiries : 

“It appears your constituents are interested in the contractor on this route 
furnishing a boat which will provided varied transportation service to meet their 
specific needs. Of course, our primary interest is the transportation of mail. 
The present contractor has satisfied our requirements and under our present pro- 
cedures we can renew his contract or advertise for new proposals. We are 
studying the situation as to what course of action is in the best interests of the 
Post Office Department. As soon as we make such determination you will be 
informed further.” 

With reference to the purported suggestions that the mail route terminus be 
changed from Seward to Seattle, we can only say that our client’s understand- 
ing has always been that any competitive bid would be for the route with a Sew- 
ard terminus. However, unlike the present contractor, Kimbrell-Lawrence Trans- 
portation, Inc., would be pleased to bid on the route with either a Seward or 
Seattle terminus, and it has the financial resources and vessel required to serve 
the route with a Seattle terminus. Even with a Seward mail route terminus, 
Kimbrell-Lawrence Transportation, Inc., contemplates scheduled operations to 
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Seattle. This is not contrary to statute or regulation, and in fact, prior contract 
boats have provided through transportation to Seattle. 

By letter of December 30, 1958, copy of which is enclosure No. 5, Mr. 8. G. 
Schwartz, regional operations director for the Post Office, replied to the letter 
of Mr. Frank R. Erickson which had forwarded the aforesaid petition. In this 
letter, Mr. Schwartz explains that the route’s terminus cannot be changed al- 
though Mr. Erickson did not propose to him that it be changed from Seward. 
You will also notice that Mr. Schwartz appears to limit his interest in the Aleu- 
tian Islands to transportation of mail. 

Mr. Lowell Wakefield, president of Wakefield Fisheries, wrote identical letters 
on December 10, 1958, to Senators Henry M. Jackson, Warren G. Magnuson, and 
Bob Bartlett. A copy of his letter to Senator Jackson is our enclosure No. 6. 
Inquiries by these Senators to the Post Office Department were referred to Mr. 
S. G. Schwartz, and the explanations contained in his answering letters were 
word for word identical to the explanation set forth in the letter to Mr. Frank 
R. Erickson (see our enclosure No. 5). 

When it appeared that Mr. S. G. Schwartz might be using the fact of a 
Seward terminus as a reason for not opening the mail contract to competitive 
bidding, Captain Kimbrell wrote Mr. Schwartz on January 8, 1959, and a copy 
of his letter is our enclosure No. 7. Captain Kimbrell first consulted us relative 
to the Seward-Nikolski mail contract on January 9, 1959. 

It appeared to us on January 9, 1959, that the only way to accurately determine 
the position of the Post Office Department in this matter would be to see Mr. 
S. G. Schwartz personally. Captain Kimbrell had not received a reply to his 
letter of January 8, 1959, when he, Mr. Lawrence, and our Mr. Petersen went 
to Mr. Schwartz’ office in Portland on January 14, 1959. The three of them 
had a cordial conference with Mr. Schwartz in his office for approximately 1 
hour. We did not take issue with anything Mr. Schwartz had to say because we 
were then only interested in learning how and when he proposed to come to a 
decision as to whether or not the contract would be open for bids. However, I 
can say we found him extremely noncommittal, and it was only by way of re- 
sponse to pointed questions that we received any information whatsoever. 

Mr. 8. G. Schwartz stated to us on January 14, 1959, that he is not interested 
in freight and passenger service to the Aleutian Islands, that he is only con- 
cerned with who can do the job for the Post Office. He also stated that he be- 
lieves the service from the /.rpansion (the present contract carrier) is the best 
they have ever had and better than that received from the Garland (the previous 
mail boat of Berger Transportation Co.). He stated that as far as he is con- 
cerned the Garland operation was unsatisfactory. He refused to say why he con- 
sidered the Garland operation unsatisfactory or in what way the present service 
is better. 

It is the recollection of Mr. Richard R. Lawrence that the advertisement for 
bids for the 4-year contract to commence July 1, 1954, expressly called for freight 
and passenger services as well as carriage of the mail. We therefore asked Mr. 
Schwartz on January 14, 1959, if the contract does not refer to carriage of pas- 
sengers and freight. He told us that it does not. When asked if we might see 
the existing contract with Aleutian Marine Transport Co. and the schedule of 
actual operations by the carrying vessel, Mr. Schwartz told us he considered 
these to be a part of his confidential files. When asked what factors would be 
considered in arriving at a decision as to whether or not the contract should be 
open for bid, Mr. Schwartz said it is purely a question of what is best for the 
Post Office. When asked what additional information we might furnish to make 
certain Kimbrell-Lawrence Transportation, Inc. will receive a full consideration, 
Mr. Schwartz stated that he has everything he needs. When later asked if we 
should send him photographs and the specifications of the Western Pioneer, he 
allowed “vou can send those if you want to.” 

Enclosure No. 8 is a copy of our letter of January 17, 1959, to Mr. S. G. 
Sehwartz wherein we confirmed certain facts of our conference with him and 
requested a schedule of operations and a reply. To date this letter has not been 
answered. 

Although we are not sure of its relevancy to our problem, we believe Mr. 
Schwartz’ conclusion that present service is better than that previously received 
from Berger Transportation Co. is in error. (See the enclosed copies of petition 
and letter of Mr. Frank R. Erickson. ) 

Enclosure No. 9 is a copy of the affidavit of William H. Bishop which shows 
the dates of arrival of the mail boat at Chernofski Harbor, Alaska from February 
1951 through November 1958. Chernofski Harbor is the next to the last stop on 
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the mail route and approximately 6 hours from the westward terminus at 
Nikolski. You will note that deliveries by the Garland through the month of 
June 1954 were made during or in Close proximity to the second week of each 
month. In March, July, and October, 1952, Berger Transportation Co. engaged 
the vessel of Mr. Verne Robinson to carry freight and mail on the last leg of the 
route from Unalaska. Captain Kimbrell has informed us that the late delivery 
in January 1952 was due to the Garland being laid up for repairs. Dates of 
delivery by the existing carrier commencing in July 1954 vary from the 2d to the 
30th day of the month. The Lxepansion appears to have failed to make any de- 
livery during the month of August 1955. In one instance the E.rpansion arrived 
on the 2d day of one month and did not appear again until the 29th day of the 
following month. In the face of this evidence it is difficult for us to see that the 
present carrier has made a substantial improvement in mail service over that 
rendered by the previous contract carrier. 

We should mention in passing that it is difficult to see why this contract 
establishing the carriage of mail on the Seward-Nikolski route should be 
treated as part of a confidential file. We believe in the absence of security 
restrictions that a contract establishing a mail route is a public record open to 
the inspection of any citizen. 

We, of course, do not know what decision Mr. Schwartz will ultimately 
make in this mater. However, we have found him to be of the view that present 
mail service is satisfactory and that the wishes of the public with respect to 
freight and passenger transportation are no concern of his. He has shown 
no interest in becoming informed of the capabilities of Kimbrell-Lawrence 
Transportation, Ine. 

While statute and regulations permit the Postmaster General in his discretion 
to contract for the Seward-Nikolski mail route without advertising for bids 
(39 CFR 49.16, 49.11), we believe Mr. Schwartz has erred in his conclusion that 
freight and passenger service are not to be considered. That statute creating 
this particular mail route and authorizing appropriation of public funds for its 
operation expressly provides that the mail boat shall be “of sufficient size to 
provide adequate space for mail, passengers, and freight.” 

39 U.S.C. 487a provides as follows: 

“Powerboat service in Alaska. 

“The Postmaster General may, in his discretion, contract for a period of not 
exceeding 4 years, without advertisement therefor, for the carriage of all classes 
of mail, by steamboat or other powerboat of U.S. registry, on the route from 
Seward, by points on Kenai Peninsula, Kodiak Island, Alaska Peninsula, the 
Aleutian Islands to Umnak Island, and points on Bristol Bay, Alaska, and 
vicinity, and back, by a schedule and under the conditions prescribed by the 
Postmaster General; the contractor to furnish and use in the service a safe 
and seaworthy boat of sufficient size to provide adequate space for mail, pas- 
sengers, and freight, the annual cost not to exceed $250,000, payment therefor 
to be made from the appropriation for powerboat service.” August 10, 1939, 
¢, 635, 53 Stat. 1338, amended June 3, 1948, ¢. 381, 62 Stat. 292. 

The legislative history of the foregoing statute makes it clear that the need 
for passenger and freight transportation rather than the mere carriage of mail 
was the reason for this special legislation. The act was introduced by Senator 
Schwellenbach as Senate bill S82 and was referred to the Senate Committee on 
Post Offices and Post Roads. The department report of Postmaster General 
James A. Farley dated June 9, 1939, pointed out that the inadequacy of existing 
feright and passenger transportation justified the legislation. The Senate com- 
mittee report recommending passage without amendment (Report No. 995, 
July 26, 1939, Calendar No. 997) provided in part as follows: 

“The purpose of this bill is to provide mail, passenger, and freight trans- 
portation * * *, 

“* * * While small craft can and occasionally do navigate these waters, it is 
seldom done during the winter months, and they cannot maintain a regular 
schedule which a mail boat should furnish. 

“In addition to this, the people living along the route are dependent almost 
wholly on the mail boat for all transportation facilities; but under the present 
contract service the people are deprived entirely of freight and passenger 
transportation. 

* * * * 

“There appears to be no way to remedy the situation under the present law, as 
the department is without legal authority to cancel the existing contract and 
enter into a new contract at a higher rate of pay for the specific purpose of 
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providing a vessel which would be adequate for freight and passenger traffic 
as well as for mail service. 

“The bill, 8. 882, would permit the Department to negotiate with the present 
contractor or some other company to furnish a suitable boat to meet these 
unusual conditions.” [Italic ours.] 

The following discussion on the floor of the House preceded the passage of 
39 U.S.C. 487a by that legislative body of the 76th Congress on August 3, 1939, 
to-wit : 

“Mr. RomMsur, * * * I would like for the delegate from Alaska [Mr. Dimond] 
to explain the details of it. 

“Mr. Dimonp. If the gentleman will yield —— 

“Mr. I yield. 

“Mr. Drmonp. In a certain part of Alaska, in that part which embraces the 
Alaska Peninsula and some of the Aleutian Islands, a region about 1,000 miles 
long, and containing 6 or 7 or 8 thousand people, there is difficulty in getting 
facilities for transportation for freight or passengers. 

“The purpose of this bill is to improve the service, so that in addition to fur- 
nishing transportation of the mail in this region, the bill will authorize the Post- 
master General to require that the mail carrier also use in the service a safe 
and seaworthy boat of sufficient size to carry a reasonable number of passen- 
gers and some freight, in order to give adequate transportation service. The 
bill has the approval of the Bureau of the Budget and the Postmaster General, 
and we have a unanimous report from the Committee on the Post Office and 
Post Roads, and it has been passed by the Senate by unanimous consent” 
(Congressional Record, vol. 84, pt. 10, p. 10963). [Italic ours.] 

It is an uncontrovertible fact that the boat of the existing carrier is not 
of sufficient size to meet the passenger and freight requirements of the people 
to whom it renders mail service. 

Not only does the statute creating this water mail route intend that freight 
and passenger service will be furnished, but as pointed out in our previous 
correspondence, water transportation rather than air delivery was continued 
on this route in the spring of 1954 only due to a recognition of the importance 
to the Aleutian health and economy of freight and passenger service benefits 
which are byproducts of marine mail service. 

This report to you has become lengthy but I did not feel I should call upon 
you to act in a matter without providing you with complete documented in- 
formation. Also, we have no way of knowing that any report from Regional 
Director S. G. Schwartz to the Postmaster General in Washington will include 
all the facts. Weare informed that the immediate superior of Mr. 8. G. Schwartz 
in Washington is Mr. Ed Williams, Director of Highway Service of the Post 
Office Bureau of Transportation, and above him, Mr. Ralph Wheeler, Deputy 
Asistant Postmaster General and head of the Bureau of Transportation. 
While Senator Neuberger previously has taken an active interest in attempt- 
ing to secure competitive bidding on the Seward-Nikolski mail route, we under- 
stand that he is now gravely ill in Portland. From correspondence we have 
seen, it appears that other Senators and Members of Congress who have been 
contacted will await a decision from Mr. 8. G. Schwartz before reporting to 
their constituents. Our request that you take whatever action in Washington 
you deem appropriate therefore takes on additional importance. While the 
ultimate decision may require approval by the office of the Postmaster General 
in Washington, we know that as a practical matter the recommendations of the 
regional director on a matter of this nature would receive approval unless the 
complete facts come to the attention of the responsible Post Office official in 
Washington. 

Time is running short, and there will be little recourse after a decision is 
made due to the required period of advertising for bids. 

We would never call upon you to do anything which is contrary to the best 
interests of the public, and we have no reservations in asking for your assistance 
in this matter. We believe it would be an abuse of discretion to renew the 
contract with the existing carrier without benefit of bids. While the policy of 
the Post Office Department may in many cases properly favor the continuity of 
operations with the same carrier, the statute creating this particular mail route 
expressly calls for consideration of the freight and passenger benefits. 

Should there be any contract without benefit of bid, it would seem to be our 
client with its superior vessel and other capabilities who would be entitled to 
such a contract. However, our client and the residents and business interests 
in the Aleutians mentioned above are only interested in a fair opportunity to bid 
for the Seward-Nikolski mail contract. 
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It is difficult for me to understand why there should be any hesitancy on the 
part of the Post Office Department to obtain the best bid, which in itself is in 
the best interest of the Department. Our client, of course, expects to better the 
terms under which the present contract is held. In the event the owners of the 
Western Pioneer make a successful bid, the Post Office Department would 
thereby obtain improved mail service at lower cost, and the improved freight and 
passenger service would be a boon to the health and economy of the Aleutian 
Islands. 

Mr. Pexry. In deference to my good friend, Congressman Rivers, 
I will make my statement as short as possible. 

First I would like to express my appreciation for this opportunity 
of appearing before you today to express my views in opposition to 
S. 1849. 

In the years that I have been in Congress, seldom have I seen legis- 
lation more contrary to the public interest than is embodied in this 
bill. This is special interest legislation which is designed to prevent 
or preclude the contract operator of the U.S. mail boat from extending 
his operations outside the State of Alaska. 

The passage of this legislation would in effect create a monopoly 
on the part of the Seward-Nikolski mail contract run, inasmuch as it 
would prevent any shipowner operating outside the State of Alask: 
from participating in competitive bidding when the present terms of 
this contract have expired. For example, the present contractor has 
been either unable or unwilling to bring his ship to Seattle between 
scheduled mail runs out of Seward, as did the previous contractor, and 
this has obliged corporations such as the Alaska Livestock & ‘Trad- 
ing Co. to send freight and supplies from Seattle to Kodiak on a 
separate ocean carrier for transfer to the mail boat. Such an arrange- 
ment has obviously increased the shipping costs substantially. I am 
told 40 percent over the previous arrangement when direct shipments 
could be made to the sheep ranch operated by this company in the 
Aleutian chain. I am also informed that in addition to these higher 
shipping costs, because of the transshipment problem at Kodiak con- 
siderable more time is needed and it sometimes takes as long as 60 
days for supplies to reach their ranch from Seattle. ; 

Also, Mr. Chairman, I have a petition in my file signed by many 
merchants and residents of Unalaska complaining both with regard 
to the lack and quality of service that they are receiving under the 

resent arrangement and urging that the Seward-Nikolski mail route 

e negotiated by competitive bidding which would be impossible 
under this legislation. 

Mr. Outver. Congressman Pelly, are you going to ask that the peti- 
tion be included in the record ? 

Mr. Petry. I have a petition which I will present to the committee, 
and I have many letters in my file, but at the end of my prepared 
statement I will then add some extraneous matter. ; 

Mr. Ottver. Very well. 

Mr. Petry. It is to be noted that Seward and Kodiak are at the 
east end of the mail route. With populations of approximately 3,500 
and 5,000, respectively, these Alaska cities are not in isolated areas 
and receive substantial commerce and mail service apart from Seward- 
Nikolski mail boat. It was in order to service the more isolated com- 
munities west of Kodiak along the Alaska Peninsula and out into the 
Aleutian Islands that the Seward-Nikolski marine mail route was 
created, 


| 

| 


12 CONTRACTING FOR MAIL-BOAT SERVICE IN ALASKA 


Alaska legislators who represent that part which embraces the 
Alaska Peninsula and some of the Aleutian Islands, a region of about 
1,000 miles long, have been outspoken in seeking competitive bidding 
on the Seward-Nikolski mail route. All the communities on the 
Alaska Peninsula and in the Aleutian Islands have expressed them- 
selves in favor of competitive bidding. The improved service which 
would result would provide direct benefits to the health and economy 
of the communities, the mail route is intended to service, and would 
indirectly benefit all of Alaska and the Northwest States. 

Getting back to specifies, there are shipowners in the Pacific North- 
west, operating out of my own city of Seattle, who are very much 
interested in bidding on the Seward-Nikolski mail route and, if sue- 
cessful, these vessels will call at Seattle as well as other Pacific North- 
west ports either monthly or several times a year in order to 
accommodate the Aleutian residents on the mail route. 

Enactment of S. 1849 would eliminate any opportunity to bid com- 
petitively on this mail contract and thus perpetuate and, as previously 
stated, in effect set up a monopoly with regard to the present arrange- 
ment. Such a situation obviously is working to the disadvantage of 
a substantial numer of American citizens and as a result the passage 
of this bill clearly is not in the public’s interest. 

Consequently, Mr. Chairman, I urge that this subcommittee reject 
S. 1849 on the grounds that it is unnecessary, undemocratic, special- 
interest legislation, and contrary to the public’s interest. Further- 
more, it will result in greatly increased costs to the Post Office 
Department. 

That concludes my formal statement, Mr.Chairman, and, I would 
like to just say further that those of us who are interested in the de- 
velopment of Alaska envisage in the very near future the utilization 
of the hydrofoil principle for greatly speeding up water transporta- 
tion. Right now the Maritime Administration has let a contract for 
a research project which wil] mean that by April 1961 we will have 
the first hydrofoil-type vessel to be built in this country, which it is 
estimated will go 80 knots and afford daylight service between Seattle 
and Alaska. This, in turn, would probably restore passenger service 
by water, which has been discontinued since 1953. The possibilities, 
according to the Maritime Administration, are simply amazing. I 
will not take the time of the committee to go into the details, but I do 
want to say a mail service in connection with hydrofoil vessels would 
cut the cost down and speed up service and would be in accordance 
with the Post Office Department policy of next day delivery to all 
States of the country. 

Mr. Oxtver. May I interrupt the Congressman to pay tribute to the 
tremendous interest. you have had in this type of maritime develop- 
ment, I have noted with a great deal of personal satisfaction the way 
you have built up interest in this particular expansion and improve- 
ment, and I want to pay my respects to you for what you have done. 

Mr. Petry. It is interesting to note that with the hydrofoil the 
Maritime Administration estimates the cost of passenger tickets will 
be cut one-third and you will be able to operate a daylight service 
which will provide a profit of 17 percent on the investment, even if 
you only operated it during the tourist season, 5 months of the year, 
and paid the crew for 12 months of the year. It has terrific pos- 
sibilities. You will see it in the Hawaiian Islands, at Puerto Rico, 
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and all these areas and I am sure right here in Chesapeake Bay we 
will have a hydrofoil in operation. 

But what I wanted to point out is that the passage of this legisla- 
tion would set back this development, and this is a development which 
Congressman Rivers and certainly Senator Bartlett and the others 
representing the State of Alaska are very much interested in. 

I want to refer to the petition which businessmen signed. I have 
here a copy of a petition. It was really directed to the Legislature of 
the State of Alaska and to Postmaster General Summerfield, with 
copies to Senator Magnuson, the late Senator Neuberger, Senator 
Bartlett, Senator Gruening, Mr. Samuel G. Schwartz, and obviously 
a copy to me. 

This petition, in part, stated as follows: 

We make this petition on the grounds that the present mail contract, with 
double tariff, triple wharfage, and quadruple handling on our freight is stifling 
and natural economic growth of the Aleutian Islands and the overall develop- 
ment of the State of Alaska. Should concrete evidence be required it will be 
submitted upon request. 

This petition is signed by 24 businessmen, including the post- 
master and other names which I can give to the committee if they so 
desire. 

Furthermore, I wanted to tell the subcommittee that last March, 
when the whole matter of this bidding on this contract was up, our 
Washington State delegation was interested in seeing that not any 
special bidder received the contract but that there be open competi- 
tive bidding, and we directed a letter to Mr, Edson O, Sessions, the 
Deputy Postmaster General, in which we went back and referred to 
the original law, title 39, United States Code, section 487a, and we 
quoted from the statement of the then Delegate from Alaska, Mr. 
Dimond, made on the floor of the House on August 5, 1989, and T now 
quote: 

In a certain part of Alaska, in the part which embraces the Alaska Peninsula 
and some of the Aleutian Islands—a region about 1,000 miles long, and con- 
taining 6,000 or 7,000 or 8,000 people—there is difficulty in getting facilities for 
transportation for freight or passengers. 

The purpose of this bill is to improve the service, so that in addition to fur- 
nishing transportation of the mail in this region, the bill will authorize the 
Postmaster General to require that the mail carrier also use in the service a 
safe and seaworthy boat of sufficient size to carry a reasonable number of pas- 
sengers and some freight, in order to give adequate transportation service. 

We, as the Washington State delegation, went on record as strongly 
recommending a continuing provision in the bill that would allow 
those people to have service from the State of Washington and the 
continental States. We are still on record. We do not favor any 
individual. We just want open competitive bidding. We are against 
monopoly. 

I have been told by a high official of the Post Office Department 
that, because of our efforts in insisting on competitive bidding, we 
saved $50,000 to the taxpayers on the last bid. I believe this bill, 
S. 1849, will simply result in a monopoly, will cut out competitive 
bidding, and I do not think it is proper to discriminate against any- 
one just because they service Seattle and, indeed, other parts of Alaska. 
Under this bill you could not run a boat to Juneau. 
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Mr. Ortver. Do I understand the Washington State congressional 
delegation has unanimously taken a position against the enactment of 
this ‘pending bill? 

Mr. Petry. No, Mr. Chairman. Back in March the Washington 
delegation expressed themselves to the Post Office Department that 
there should be open competitive bidding, and that would be elimin- 
ated and we would be discriminated against under this bill. I think 
anyone who wanted to give better service to Alaska by hydrofoil 
could not serve eastern Alaska as well; they must have a separate 
contract under this bill, and I say it would not be to the best interests 
of all the people of Alaska. 

Mr. Ouiver. Does that complete your statement ? 

Mr. Peiiy. Yes. Thank you for your attention. 

Mr. Oxtver. Thank Mr. Rivers for his cooperation. 

Mr. Peiiy. I do indeed. 

Mr. Ouiver. Mr. Barry, have you any questions 4 

Mr. Barry. Mr. Pelly, you said something with respect to all com- 
munities favoring competitive bidding. I wondered if you had any- 
thing to bring ‘before the committee that tended to show these 
communities favor competitive bidding ? 

Mr. Petty. I do have the signatures of the businessmen who are in 
the petition IT submitted, and I am sure I can furnish the committee 
from my files various statements with regard to other communities. 
This one was just from one community, the one memorial they sent 
to the Legislature of the State of Alaska. 

Mr. Barry. The list of names you have is from one community ? 

Mr. Petiy. Yes, they are busmessmen from one community. 

Mr. Barry. I believe you mentioned the region is about 1,000 miles 
long and has 6,000 citizens ? 

Mr. Petry. T believe I was quoting from a statement made by Mr. 
Dimond in 1939. I would not doubt that since then the communities 
have increased in population, but I am sure my good friend, Mr. 
Rivers, could probably tell you the population of all the communities 
in the Aleutian chain. 

Mr. Barry. The communities are all little hamlets? 

Mr. Periy. They are very small. 

Mr. Barry. They would have no way of making it known how they 
feel? 

Mr. Pruiy. They have relied on the mail boats to transport their 
necessary supplies. At one time a boat operated from Seattle that 
served them. 

I do not think the Post Office Department should be asked to sub- 
sidize service, but where it can accommodate the communities, I think 
it should operate that. way. 

Mr. Barry. You mentioned something about the shipping industry 
of Seattle, about representations having been made to you and others 
from the State of Washington that they would like to get into 
the bidding. Do they have larger boats than those now in use for 
this purpose? 

Mr. Pevry. I would say they have different types of boats and 
that the bid itself would not necessarily have to insist on a certain 
size boat. I am not opposed to the present operator or the size of his 
boat. All I want to do is remove discrimination where there would 
be potential bidders. 
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Mr. Barry. I wondered if the wharfage was such as to require a 
certain size boat? 

Mr. Peiiy. No one would bid unless they had wharfage. 

Mr. Barry. The boat will be large enough to stop at all the ports 
of call and perhaps give better service / 

Mr. Petty. Weather conditions at certain times of the year are not 
good. <A larger vessel could operate in bad weather, whereas a power- 
boat would have to run into a harbor for protection, 

Mr. Barry. What is the normal time to go by boat bet ween Seattle 
and the Aleutian Islands? 

Mr. Prenxiy. Perhaps Mr. Rivers can answer that. 

Mr. Rivers. Ten to twelve days, 1 would say. 

Mr. Petiy. I think the representatives from the Post Office De- 
partment will clearly give the committee a picture of what is required 
in the way of speeding the service for these communities, because in 
their contract they would provide that a certain schedule be main- 

tained throughout the year. 

Mr. Barry. But you have a definite feeling that the men in the 
shipping business in Seattle feel they are being discriminated against 
because they cannot even bid on this business? 

Mr. Peniy. They would have liked to be here, and their statement 
will appear in the record, which will show they would like to bid on 
this. They oppose any legislation that would eliminate anyone from 
bidding on this just because they operate in other areas. It is just 
a matter of favori ing one operator who wants to keep a monopoly on 
this route. 

Mr. Barry. You feel if this bill were not passed it would be to the 
benefit of the shipping industry in Seattle and would also give better 
service to the people in the Aleutian Islands and Alaska, and there is 
also a possibility of a saving to the taxpayers under the contract ¢ 

Mr. Petry. I do feel the “people in the Aleutian Islands strongly 
favor the service that could be provided by a vessel which also serv iced 
other areas, and that it would be to their best interests to have it on 
a competitive basis. 

Mr. Barry. And is there a possibility that by using larger boats that 
sometimes if these people in remote isolated areas needed to buy a 
larger item or to have a larger item shipped to them, than the con- 
tractors bidding on that would be in better shape to carry this article 
to them than is presently the situation ? 

Mr. Petry. To answer your question, the size of the vessel would 
have some bearing on the mail service because a larger vessel would 
operate in rough “weather whereas a powerboat would have to sti Ly 
in sheltered w aters. I do not think the Post Office Department should 
decide on the size of a boat as to whether they could carry cattle, for 
example. The interest of the Post Office Department is in seeing that 
the mail gets there as cheaply and as quickly as possible. 

Mr. Barry. That is all, Mr. Chairman. 

Mr. Ouiver. Any questions, Mr. Prokop 4 

Mr. Proxor. No questions. 

Mr. Oxtver. If there are any supporting documents you wish to put 
in the record, it is so ordered, unless there is some objection. 

Mr. Petiy. If I might do so at a later date, I will go through my 
files. 
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Mr. Rivers. Mr. Chairman, I do not want to agree to his submitting 
for the record something — ‘ified or unknown to me. 

Mr. Outver. Anything he referred to today. 

Mr. Rivers. Certainly anything supporting his statement. 

Mr. Peuiy. I do not know if you are a member of this committee, 
Mr. Rivers, but under the rules of the House I do not know what 
your objection would have to do with it. I think it would be up to 
the members of this committee. 

Mr. Ourver. Let the record show any material you have referred to 
today may be introduced unless there is objection. 

Mr. Pexry. I do not think the objection of another Member of the 
Hfouse is proper under the rules unless there is objection on the part 
of this subeommittee. Of course I do not mean anything detrimental 
tomy good friend. 

Mr. Oxiver. If the gentleman from Alaska has objection 

Mr. Peniy. I will have him look over any material I may wish to 
submit. 

Mr. Rivers. I do not want Mr. Pelly’s remarks to indicate that I am 
out of order. The chairman said “unless there is objection.’ 

Mr. Peiy. I thought the Chair’s question was addressed to the 
inembers of the committee and not to a witness. 

Mr. Oxtver. I think we can work this out in harmony and without 
damage to anybody concerned. 

Mr. Peniy. Tam sure my friend Mr. Rivers will find nothing ob- 
jectionable in what I have to offer. 

Mr. Ontver. Thank you, Mr. Pelly. 

Mr. Petty. Thank you. 


(The following documents were submitted for the record :) 


Marcu 30, 1959. 
Mr. Epson ©. SESSIONS, 
Deputy Postmaster General, 
Washington, D.C. 


Drar Mr. Sessions: This letter is written to supplement the information con- 
tained in the letter of March 4, 1959, concerning the Seward-Nikolski mail con- 
tract, and signed by the members of the Washington State congressional delega- 
tion. It is our understanding that the three-man investigating committee re- 
ferred to in your letter of March 6 either has completed or is about to complete 
its investigation and submit its report. 

In our letter of March 4 we brought out the legislative history of the statute 
which authorized the Seward-Nikolski contract (39 U.S.C. 487a). Quoting from 
the statement of the then Delegate from Alaska, Mr. Dimond, made on the floor 
of the House on August 3, 1989, shortly before passage of this legislation, we find 
the following: 

“In a certain part of Alaska, in that part which embraces the Alaska Penin- 
sula and some of the Aleutian Islands, a region about 1,000 miles long, and 
containing six or seven or eight thousand people, there is difficulty in getting 
facilities for transportation for freight or passengers. 

“The purpose of this bill is to improve the service, so that in addition to 
furnishing transportation of the mail in this region, the bill will authorize the 
Postmaster General to require that the mail carrier also use in the service a safe 
and seaworthy boat of sufficient size to carry a reasonable number of passengers 
and some freight, in order to give adequate transportation service.” 

We have continually stated that in our belief the best service consistent with 
economical operation and the intent of the statute could only be obtained through 
opening this contract to competitive bid. We have been advised that the Alaskan 
legislators who represent the people of this area (Mr. Al Owen and Mr. Charles 
Franz) have been outspoken in seeking competitive bidding on the Seward- 
Nikolski route. We further understand that all the communities on the Alaska 
Peninsula and on the Aleutians Islands, the communities which are directly 
affected by this contract, have expressed themselves as favoring competitive 
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bidding. A number of petitions to this effect have been sent to the Postmaster 
General. A sample of one of these petitions from Unalaska is enclosed. 

We appreciate the careful study that the Post Office Department is making of 
this matter and we wish to reiterate again that in our judgment the best in- 
terests of the United States and the patrons of the Seward-Nikolski mail route 
will be served by calling for competitive bids and awarding the contract to the 
lowest competitive bidder. 

Sincerely yours, 


JACK WESTLAND, 
Member of Congress, Second District, Washington. 
THoMAS M. PELLY, 
Member of Congress, First District, Washington. 


ISTEEMED Sirs: We, the businessmen and residents of Unalaska, Alaska, 
having been made aware of the Senate Joint Memorial No. 3 in the Legislature 
of the State of Alaska, do hereby and herein petition in our own behalf for 
the surface mail contract between Seward, Alaska, and Nikolski be opened for 
competitive bidding. 

Further, that such contract stipulate that the run come out of Seattle rather 
than originate in Seward. 

We make this petition on the grounds that the present mail contract, with 
double tariff, triple wharfage, and quadruple handling on our freight is stifling 
the natural economic growth of the Aleutian Islands and the overall develop- 
ment of the State of Alaska. Should concrete evidence be required it will be 
submitted upon request. Be 

Submitted by: 

(Signed) Jenabe E. Caldwell, postmaster; E. E. Hortman; Edward 
W. Larsen, MV Bluebird; M. Bogard; Harvard R. Huden; 
George A. Rutney, councilman; Henry Swanson; Verne Robin- 
son; Joseph Lekanoff; Larry J. Shaishnikoff; John M. Valen- 
tine; W. EK. Berikoff; Margaret E. Hill; Elaine Caldwell; Paul 
N. Tutiskoff; Anfesia Shapenikoff; Chester R. Will, merchant ; 
Agnes M. Chagin; Aleck Shaishnikoff ; Helen Mercullieff ; Chester 
KE. Bereskin; Augusta Galaktionoff; Walter Dyakanoff; Clyde 
Gordon. 


Original copies: Legislature, State of Alaska, and Arthur E. Summerfield. 
Carbon copies: Warren G. Magnuson, Richard L. Neuberger, E. L. Bartlett. 
Ernest Gruening, Samuel G. Schwartz. 


MarcH 12, 1959. 
Distribution and Traffic Manager, 
UWS. Post Office Department, Seattle, Wash. 

Dear Mr. Boveii: In reference to the question of competitive bidding on re- 
newal of mail contract for the Seward-Nikolski run July 1 presently held by the 
Aleutian Marine Transport Co., and our letter to you December 19, 1958, trans- 
mitting petition by residents at Sand Point complaining of inadequate service. 


It is our understanding that the Department is now conducting an independent 
investigation to determine the relative merits of the situation and whether com- - 
petitive bidding is justified. " 


As we are directly interested in the matter, we trust we may be afforded an ai 
opportunity to present our case to the person in charge of this investigation. re 
Yours very truly, 
ALEUTIAN CoLp STORAGE Co., 
By FRANK R. ErtcKxson, President. 


Roger COMMISSION Co., 
Seattle, Wash., Mareh 13, 1959. 


Mr. M. M. 
U.S. Post Office Department, 
Skinner Building, Seattle, Wash. 

Dear Mr. Boveti: It has come to our attention that there is, or soon will be, 
an investigating committee in town looking into the Aleutian mail service prob- 
lem. 
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As leading shippers of perishable fresh fruit and vegetables into this area we 
are tremendously interested in this service, and the present lack of it. To be 
completely fair we must admit there is a service available now. However, its 
irregular nature and the transshipping involved make for unnecessary delays, 
which in turn cause unwarranted spoilage and high costs. What is really 
needed is adequate direct and regular service and cargo rates that the residents 
can afford. 

It would be greatly appreciated by the writer if this letter could be forwarded 
to your investigators to appraise them of our interest and to let them know 
that we would be pleased to be permitted to attend any hearing as an interested 
spectator or to contribute our feelings and findings on the subject. 

Respectfully yours, 
G. W. Joost. 


SEATTLE, WaASH., March 2, 1959. 
Tom PELLy, 
House of Representatives, 
Washington, D.C.: 


The principals interested in the Aleutian mail contract have bona fide con- 
tracts with Sailors Union of the Pacific; namely, the Kimbrell Lawrence Trans- 
portation Co., and the Aleutian Marine Transportation Co., Inc. In fairness to 
these people we believe that a competitive bid should be called for the mail con- 
tract to the Aleutian Islands. 

Ep CoESTERN, 
Agent, Sailors Union of the Pacific. 


NOVEMBER 1, 1958. 


We, the undersigned, being regular residents of Sand Point, Unga, and Squaw 
Harbor, Alaska, do hereby petition the U.S. Post Office Department to open the 
mailboat contract to competitive bid for the period commencing July 1959. The 
service now in effect is not satisfactory, and we believe better service can be 
obtained by competitive bid. 

Sincerely yours, 


Mr. Petry. This petition carries the signatures of 62 individuals, 
whose post office addresses are Sand Point and Unga, Alaska. The 
signatures are retained in my office files. 

Mr. Ouiver. We will now be glad to hear from our colleague, Mr. 
Rivers. Thank you very much, Mr. Rivers, for your cooperation. 


STATEMENT OF HON. RALPH J. RIVERS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALASKA 


Mr. Rivers. I was glad to do so, Mr. Chairman. 

Mr. Chairman, I am Ralph J. Rivers, the Congressman at Large 
from Alaska, and I appreciate the opportunity of being heard briefly 
here. 

I will just make a preliminary rundown on this subject and then 
ask the committee to hear more at Jength Mr. Alan F. Wolilstetter, a 
Washington, D.C., attorney who represents various carriers in the 
Alaska trade and who is fully informed on the details and the tech- 
nical aspects of this subject. 

My bill, H.R. 6835, is identical with S. 1849, and I think I told the 
chairman previously that I would be pleased to have the committee 
table my bill and act on 8. 1849. 
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area we Lhe purpose of the bill is basically to assure better mail service and 

To be | better freight service along the Alaska Peninsula and out into the 
“del: its | Aleutian Islands, and it is not to curtail or ye. ay that service. 
seal, |. The chairman stated briefly and very well what the background of 
ssidenty J tuis bill is. This bill would amend the act of August 10, 1939, author- 
izing the Postmaster General to contract for certain powerboat service 
warded Tin Alaska, by providing that any steamboat or other powerboat em- 
Anes. ployed in the performance of such contract would render mail service 

between Seward and Nikolski, near the end of the Aleutian Islands. 
Prior to 1954 various Seattle-based vessels did prevail on the bid- 
eosT. | ding and served the area between Seward and Nikolski and delivered 
the mail between Seward and Nikolski, but the trouble was, being 
1959. | Seattle based, they were not able to keep up a 30-day schedule. 

The journey between Seward and Nikolski with intermediate stops 
takes approximately 18 days, and, if Seattle calls are added as part 
le con. | Of the round-trip voyage, there is an addition of 10 to 12 days each 
Trans. | trip, and during the time of the year they have to seek shelter because 
ness to | of the rough weather—that type of procedure results in their falling 
il con- | substantially behind in the monthly schedule and not being able to 
keep up the service. . 
cific. Another basis for this bill is that the amount of money paid under a 
the contract for hauling the mail on an operation from Seattle to 
958, | these Alaskan ports constitutes a subsidy to one carrier for the hauling 
Squaw | of freight between Seattle and Alaska, which is objectionable to other 
en the | carriers operating between Seattle and Alaska. The purpose is, while 


By the mail is being delivered, to have people linked from the Aleutians 


to Seward, to render a personalized service to the people of the whole 
area. 
—, There was so much complaint before Captain Thompson, operating 
luals, | the vessel, called the Hapansion, that it was deemed advisable to try 


The | to.establish a facility that would operate between Seward and Nikol- 
ski, give this personalized service, and be able to keep to the schedule. 

Mr, | [hat is why these people pooled their resources, bought the Hepan- 
>, | ston, and made a heavy investment for just a 4-year contract, which - 
could not possibly allow them to make a return on their investment ; 
E In | 4 years. 

Captain Thompson, representing the Aleutian Transport Co., won 
the bid in 1954, adequately carried out the contract in the ensuing 4 
years, and when the renewal time came last year there was this argu- 
me. ment with the Washington group that objected to the Aleutian Trans- 
vefly port Co. receiving an extension of the contract on a negotiated figure. 
aay We cited this law at that time, authorizing the Postmaster General 
| to extend or renew a contract in an out-of-the-way area where the 
age investment could not be liquidated in the short term of the contract, 
= ; * | and the law authorized him to give an extension to Captain Thompson 
ny on a negotiated basis, but the State of Washington group did not even 
ee’ | like that authority which authorized such negotiated extension. That 
l was the argument last year when we were discussing the matter with 
| the the Post Office Department. There was no argument about competi- ; 
tee | tive bidding, because Captain Thompson won his extension with a 
bid that was lower than that of the competing Seattle concerns, 

I do not concede that any Seattle concern would be prohibited from 
bidding under this bill. This merely says that any steamboat or other 


On. 
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powerboat employed in the performance of such contract shall con- 
fine its activities to this route. Maybe Mr. Pelly meant in practical 
effects it would not be worth while for a Seattle-based concern to ob- 
tain this type of thing. What they are interested in is for a Seattle 
concern to obtain this mail money and then go back and forth hauling 
freight between Seattle and Alaska and have an advantage. 

I think this is a bill which will virtually warrant the personalized 
good service upon this route between Seward and Nikolski and return 
and thus preclude subsidizing one carrier to the exclusion of another 
carrier. I think this is a good solution to the problem, and the Post 
Office Department has made a report that it does not object to the bill 
and that the service prescribed by the Department is not impaired 
by this bill. 

Now I think, to follow up what I have said and to give you a wit- 
ness who may authoritatively answer all the questions you may have 
to ask, I commend Mr. Wohlstetter as my principal witness in support 
of this bill, 

Mr. Ontver. Congressman Rivers, I notice in the Senate hearings 
on this bill, held on July 8, 1959, that Senator Bartlett made several 
observations. I was wondering if you agreed with these specific ob- 
servations; namely: 

The legislative history of the 1939 act reveals very clearly that this is, in 
effect, a subsidized freight service for the benefit of the people in the communi- 
ties served, So it has been ever since. 

Is that your position ? 

Mr. Rivers. Mr. Chairman, I agree with that as a statement of his- 
torical intent and experience. No one could afford to operate that 
service from Seward to Nikolski connecting up the people on the 
Aleutian Islands with a boat service unless they had this subsidy. But 
those people are isolated. They are not even connected with the main- 
land. And by having the mail hauled under this type of a law you 
are subsidizing the Aleutian Islands. 

Mr. Oniver. And in your opinion it is necessary that this type of 
service be maintained, and, if necessary, to have it done by contract, 
it should be done in the light of the interests of the communities? 

Mr. Rivers. Absolutely. 

Mr. Oniver. One other phase of Senator Bartlett’s testimony that 
interests me is an observation he made to this effect : 

When the southern terminus of this route was at Seattle, it was simply im- 
possible for monthly mail and freight delivery to be made. 

Is that your feeling ¢ 

Mr. Rivers. That coincides with what I have said, that in effeet 
they fell behind regularly on the monthly schedule because it is just 
too far a distance. Another thing is that the tendency would be to 
go from Seward to Nikolski on the triangular route and then not 
render adequate service on the return trip. 

Mr. Otrver. And it is your feeling the only way the people of 
Alaska can be served is by a personalized service / 

Mr. Rivers. Yes, and I do not care if it is a Seattle concern that 
renders this personalized service with two-way service, providing these 
people in the isolated areas with facilities for hauling Christmas 
trees, for instance, and keeping up a 30-day schedule. I think that 
is the only way it can pan out, and it did not pan out previously until 
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these people made a personalized service of it in 1954 and 1955, and 
since that time they have done very well in serving the purpose. 

Mr. Oxtver. Any questions, Mr. Barry 

Mr. Barry. Mr. Rivers, you said this firm that presently has the 
route won the contract 5 years ago ¢ 

Mr. Rivers. Yes. 

Mr. Barry. And then there was a 2-year extension on a $50,000 
lower bid than anyone else / 

Mr. Rivers. Yes. 

Mr. Barry. Under the present situation they seem to be the low 
bidder most of the time? 

Mr. Rivers. This last was the second time. 

Mr. Barry. Would there be any necessity for new legislation in 
view of their ability to outbid the other contractors who apparently 
want this business ¢ 

Mr. Rivers. It would only be on the basis of making it known to 
the Post Office Department where we stand, really. There is a great 
hassle every time, and this works and the other did not im the past. 

Mr. Barry. What I was addressing my attention to was, if this 
legislation is passed the competitive side of bidding on this would 
be almost ended. It may be some other boats would be willing to 
ply between these points, but really this is a subsidized route, 

Mr. Rivers. The amount of money paid for carrying the mail in 
a sense subsidizes the service between these small communities on the 
Aleutian Islands. 

Mr. Barry. I am assuming another situation where there is another 
contract and there is bidding. If the present contractor is the only 
bidder, he might or might not bid $50,000 less than the others. He 
might say, “There is nobody here to compete with me, so I will up 
it.” What protection is there to the Government from that situation ¢ 

Mr. Rivers. I would like you to direct that question to the Post 
Office Department. Perhaps they can reject all bids. I do not think 
the Government could be victimized sky high under those circum- 
stances, but I will leave the answer to the gentlemen from the Post 
Office Department. 

Mr. Barry. If there were not sufficient protection in the bill you 
would be in favor of strengthening the bill so that the Government 
would not be in an untenable position / 

Mr. Rivers. We would not want the Government to be subject to 
piracy. 

Mr. Ouiver. Will the gentleman yield 

Mr. Barry. Yes. 

Mr. Ontver. As I understand the situation, Mr. Rivers, regular 
boat service would not be available to these small communities in the 
Aleutian chain if it were not for this contract 

Mr. Rivers. That is right. There is a man Mr. Pelly spoke of, 
who operates a sheep ranch in the Aleutians, who is interested in 
direct service from a little port in the Aleutians to Seattle. 

Mr. Outver. You are referring to Mr. Bishop, I guess. He has been 
in contact with us by letter and his letter was put in the record. 

Mr. Rivers. I can visualize the port of Seattle sending a vessel up 
there every few months if it were not for this mail service, but there 
is no other regular service except the one between Seward and Nikol- 
ski, and these runs have to be made at least once a month. 
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Mr. Oxtver. As I read this bill, there is no reason why other in- 
dividuals, if they would abide by the provisions of this bill, could not 
establish a service of their own between these points. 

Mr. Rivers. Anyone could bid under this bill. It is just that if 
they bid they would have to stick to this route, and that includes any 
Seattle shipowners, but it cuts out trying to squeeze in another subsi- 
dized service between Seattle and the Aleutian Islands. 

Mr. Barry. I wanted to ask if there is any record of arrivals and 
departures of—is it the Alaska Freight Lines? 

Mr. Rivers. No; it is called the Aleutian Marine Transportation 
Co. 

Mr. Barry. Is there a record of the arrivals and departures of the 
last 4 or 5 years under the contract which the Government has? 

Mr. Rivers. I expect the gentlemen from the Post Office Depart- 
ment would know whether the schedules are carried out. 

Mr. Barry. I think we should establish that in the hearings. We 
should also have a statement from the Post Office Department with 
respect to the lack of keeping on schedule in former years, if that is 
a fact and is known to them. 

Mr. Ottver. We will have representatives of the Post Office De- 
partment as witnesses, Mr. Barry. 

Mr. Barry. Very well. 

Mr. Oxtver. Does that complete your testimony, Mr. Rivers? 

Mr. Rivers. It does, and I thank the members of the subcommittee 
for hearing me. 

Mr. Ortver. It is always a pleasure to hear from you. 

Mr. Rivers. And I may have to be on my way before the other wit- 
nesses testify. I must attend a meeting of my own committee. 

Mr. Oxtver. We have Mr. Alan Wohlstetter, who represents the 
steamboat interest involved here. At this time, if you are prepared 
to proceed, we will call upon you. 


STATEMENT OF ALAN F. WOHLSTETTER, ATTORNEY 


Mr. Woutsterrer. Thank you, Mr. Chairman. I appreciate the 
opportunity of being heard at this time. 

I am an attorney, here in Washington, with the firm of Denning & 
Wohlstetter and have been actively engaged in the Alaska transpor- 
tation picture for the last 6 or 7 years. 

I represent a number of water carriers in Alaska, and I was a little 
surprised at some of the comments I heard with respect to transpor- 
tation to that new State. I would like to state that Senator Bartlett 
and Senator Gruening certainly would not do anything that would 
in any way hinder the development of water transportation in Alaska. 

Basically speaking, you have to visualize Alaska as a whole. 
There are really three basic types of water transportation. There is 
the operation to the so-called rail belt of Seward and Anchorage 
which is performed by the Alaska Freight Lines, whom I happen to 
represent; the Alaska Steamship Co. and a new company pa the 
Puget Sound Alaska Van Steamship Co. The only carrier who per- 
forms transportation to southeastern Alaska from Seattle directly 
is the Alaska Steamship Co. In addition to that, because of the spe- 
cialized need of an intra-Alaska service, there are mail boats who 
pick up mail and cargo at the port in southeastern Alaska and take 
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it out to the other ports in southeastern Alaska in the very same man- 
ner in which the cargo is transported from Seattle to the Aleutian 
chain. Contrasting it with the Seward to the Aleutian chain which 
is performed now by the Aleutian Marine Transportation Co., which 
company I represent, there one of the carriers operating from Seattle 
to Seward, either the Alaska Steamship Co. or the Alaska Freight 
Lines brings the freight to Seward and at that point it is picked up 
by this specialized carrier who services the chain in the same way 
southeastern Alaska is serviced. 

Now the purpose of this bill is really twofold. The Post Office 
Department can tell you, and Senators Bartlett and Gruening testi- 
fied in considerable length as to the poor quality and the tremendous 
number of complaints that they were faced with—especially Senator 
Bartlett, who was Delegate Bartlett a number of years—from all over 
Alaska because of the inability of the operator to service, to carry the 
mail in an expeditious way to the chain when he made runs down to 
Seattle because of the additional transit time that is involved and the 
additional time that is involved in loading and discharging Seattle 
cargo. 

It is fairly obvious, gentlemen, if on the one hand you have a desire 
to perform under a mail contract which requires a turnaround service 
from Seward to the chain and on the other hand you have a desire 
to pick up some supplementary income by getting commercial cargo by 
dropping down to Seattle, you are sort of torn asunder a little bit. 

Now there is another interest here, the second factor outside of im- 
proving the mail situation and keeping it the way it has been since 
the operation has been a turnaround service from Seward to Nilkolski, 
and I think the Post Office Department will support, since they have 
made that determination before, that since we operated in this turn- 
around manner the service has been almost completely free from 
complaint as far as the mail is concerned. As I say, there is a very 
important matter here. Listening to Mr. Pelly I got the impression 
all steamship operators in Seattle were opposed to this legislation as 
special legislation which would somehow discriminate against them. 
I feel certain Mr. Pelly did not want to leave that impression because 
Alaska Freight Lines, who is a Seattle-based concern and one of the 
largest carriers in Alaska, is vigorously opposed to this legislation. I 
would like the committee’s permission to introduce a letter which was 
written by the executive vice president of that company and which was 
submitted in the Senate hearings. I would like that to be inserted in 
the record at this point. 

Mr. Oxtver. Without objection it is so ordered. 

(The letter referred to follows :) 

ALASKA FREIGHT LINES, INC., 
Seattle, Wash., February 20, 1959. 
Hon. ArTHUR E. SUMMERFIELD, 


Postmaster General of the United States, 
U.S. Post Office Department, Washington, D.C. 

Dear GENERAL SUMMERFIELD: We understand that the Post Office Department 
is presently considering reopening the powerboat contract between Seward and 
Nikolski, Alaska, and other points on the Aleutian chain at the behest of Mr. 
E. L. Kimbrell, president of Kimbrell Lawrence Transportation, Inc., a Seattle 
company. For the past 5 years, the contract has been performed by the Aleu- 
tian Marine Transport Co., a common carrier operating between Seward and 
the Aleutian chain. It is our further understanding that the Kimbrell Lawrence 
Transportation Co. is attempting to obtain the mail contract in order to subsidize 
a newly proposed common carrier service between Seattle, Wash., and Seward, 
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Alaska, to be operated with a larger vessel than is required for the carriage of 
mail, cargo, and passengers between Seward and the Aleutian chain. Such a 
commercial operation would be in direct competition with the services of Alaska 
Freight Lines, an established common carrier by water operating with privately 
owned equipment and on a nonsubsidized basis. 

We respectfully submit that for the reasons stated herein, the Postmaster 
General should not permit his good offices to be used to subsidize a commercial 
common carrier operation between Seattle and Seward in competition with other 
steamship companies. 

1. The mail contract involved is made pursuant to special Alaskan legislation 
(38 U.S.C. sec. 487a) which authorizes the Postmaster General to contract for 
service between Seward and the Aleutian chain at an annual cost not exceeding 
$250,000 per annum. 

The legislative history of the predecessor bill, H.R. 2748, 76th Congress, 1st 
session, clearly establishes that the purpose of this legislation was to confer a 
subsidy upon an operation between Seward and the Aleutian chain, through the 
carriage of mail at rates which would support a freight and passenger service 
between those points. 

The following colloguy which took place during the hearing held by the House 
Committee on the Post Office and Post Roads on June 30, 1939, is pertinent: 

“Mr. Mason (of Illinois). The proposed legislation would provide a subsidy 
for passenger and freight transportation at the expense of the mail service? 

“Mr. Dimonp (Delegate from Alaska and author of the bill). It is sub- 
stantially that. It is equivalent to a subsidy. I am willing to admit that this 
means a Subsidy * * *” (hearings, p. 3). 

At the time of these hearings, and at the present time, there was and is no 
lack of commercial service between Seattle and Seward. The commercial serv- 
ice upon which Congress intended to confer the subsidy was one between Seward 
and the Aleutian chain and the subsidy should be confined to that operation. 

2. We attach herewith a photostatic copy of a letter signed by Mr. E. L. 
Kimbrell, as president of Kimbrell Lawrence Transportation, to the Federal 
Maritime Board, dated November 19, 1958, which is in response to an inquiry 
from that agency as to why a freight tariff was not filed covering its opera- 
tion between Seattle and Alaska. Mr. Kimbrells’ reply is most pertinent since 
it specifically states that his vessel, the Western Pioneer, does not operate as a 
common carrier between Seattle and Alaska on a regular schedule and that his 
company has no plans for such an operation. 

Mr. Kimbrell now has indicated his intention to institute regular operations 
as a common carrier between Seattle and Seward carrying commercial cargo, 
employing the subsidy involved in the mail contract between Seward and the 
Aleution chain, as the means of supporting a commercial operation between 
Seattle and Seward in competition with Alaska Freight Lines. 

Alaska Freight Lines has no objection to free competition; however, I am 
sure that the inequity of an unsubsidized carrier being faced with the impact 
of competition brought about and financed by subsidy from the Post Office De- 
partment will commend itself to you. 

3. As you know, Congress and various administrative agencies have given 
substantial consideration to the effect of the discharge of governmental func- 
tious upon private enterprise and operations. More specifically, the Govern- 
ment has exercised substantial care, pursuant to the recommendations of the 
Hoover Commission, to make sure that the competitive balance in private in- 
dustry is not upset either by direct Government operations or by the establish- 
ment of competition with Government funds. For example, the Military Sea 
Transportation Service, which is responsible for moving millions of pounds 
of freight each year for the military, has recognized the inequity of the Gov- 
ernment’s putting a new common carrier in business in competition with exist- 
ing operators, by contracting for the carriage of Government freight. It has 
consistently followed the policy of not contracting for the carriage of Govern- 
ment freight with a noncommon carrier, provided that suitable service is ayail- 
able from existing companies. 

We respectfully suggest that the sitnation at hand is even more sensitive 
and inequitable. If the mail contract between Seward and the Aleutian chain 
is given to the Kimbrell Lawrence Transportation Co., or someone in a similar 
position, not only will the Government be backing and making possible. through 
Government funds, competition with existing private operators, but it will be 
permitting the diversion to a new operation between Seattle and Seward what 
is admittedly a subsidy for transportation between Seward and the Aleutian 
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chain—all in competition with Alaska Freight Lines and other Alaska carriers 
having a substantial investment in the trade and operating without benefit of 
Government subsidy. 

We wish to make it clear that we are not so presumptuous as to express an 
interest in whom is awarded the subject mail contract, but respectfully request 
that the Postmaster General take such action which will give us and other 
existing Alaskan carriers assurance that you will not permit the recipient of 
the mail contract between Seward and the Aleutian chain to divert subsidized 
funds inherent in said contract to a new commercial service between Seattle 
and Seward, the principal port in the rail belt of Alaska, in direct competition 
with Alaska Freight Lines, and others. 

Very truly yours, 
E. W. HuNDLEY, 
Exvecutive Vice President. 


KIMBRELL LAWRENCE TRANSPORTATION, INC., 
Neattle, Wash., November 19, 1958. 
FEDERAL MARITIME Boarp, 
Washington, D.C. 

GENTLEMEN: We wish to acknowledge receipt of your letter dated November 
13, 1958, concerning the filing of a schedule of tariffs, and we are enclosing the 
requested form MA—231. 

Our corporation’s physical assets are limited to the vessel Western Pioneer, 
which we purchased on August 26, 1957. Since we acquired this vessel, it has 
made one voyage, a trip last month to Shemya, Alaska, and return to Seattle. 
Any future voyages will be made to ports in Alaska not yet designated at such 
times as our vessel is engaged by prospective shippers. 

Our vessel has not carried passengers, we have no scheduled operations or 
regular route or designated ports of call, and we have no plans for operating us 
a common carrier. We have conscientiously sought legal advice since we or- 
ganized our corporation in August 1957, and we were earlier advised that only 
common carriers need file a schedule of tariffs. 

You may be sure that if it ever appears we are in a position to operate as a 
common carrier in intercoastal shipping, we will be both happy and anxious to 
make all filings contemplated by tariff regulations. 

Yours truly, 
Ep L. KIMBRELL, President. 

Mr. Barry. That is the same letter of February 20, 1959? 

Mr. Woutsrerrer. It is the seme letter. [have put it in the record 
for the convenience of the committee. I can supplement that and say 
there has been absolutely no change in position at all of the company 
in this respect. 

The thrust of this letter is that Alaska Freight Lines, and Alaska 
Steamship Co., and the carriers who service the rail belt are required 
to operate without any subsidy. We do not oppose subsidies if they 
are going to be granted to all, but we do oppose someone getting funds 

from the Post Office Department, which is admittedly a subsidized 
high paid rate rather than a service rate, and having no restrictions 
on diverting those funds to an operation which is conducted with 
privately owned, unsubsidized vessels in direct. competition with that 
operation. Alaska Freight Lines and the other carriers in Alaska 
have enough trouble without having that sort of unfair competition. 
We have gone through three rate investigations. We have tried to 
hold the line against rate increases and we just cannot do it. There 
is presently another rate increase on commercial freight rates sched- 
uled before the Federal Maritime Board, and if we were to be sub- 
sidized it would increase our need to raise the freight rates, so al- 
though it might benefit a few people, or one person raising sheep out 
on the chain, it would adversely affect the multitude of people who 
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ship to Alaska pursuant to tariffs lawfully on file with the Federal 
Maritime Board. 

I would like to say something, that somehow the flavor does not 
get quite all the way back to Washington and some things are better 
left unsaid, but this sheepman has his wool taken up directly from 
his ranch to Seattle. He happens to do it under contract with the 
people who are opposing this bill; namely, the Kimbrell Lawrence 
Transportation Co.; at least that was the case at the time of the last 
hearing. What he would like is to have Mr. Kimbrell or Mr. Law- 
rence get the subsidy from the Post Office Department so that Mr. 
Kimbrel] or Mr. Lawrence can give him a rebate by virtue of a lower 
transportation rate. That is nice if it goes to all the shippers in the 
Alaska trade. But it certainly is not the sort of thing that one par- 
ticular shipper is entitled to. 

Mr. Barry. I would like to ask you a question here. I do not be- 
lieve that Congressman Pelly would come in here to represent one 
contractor and any special interest to get a reduced rate for one indi- 
vidual up in Alaska. I think there is a much deeper and more wide- 
spread belief that that particular exclusive contract, which would be 
the case were this to be limited to the area between the two ports, and 
I feel in view of what he read by way of names of people who signed 
a petition, and he claimed there were many other letters he had re- 
ceived in his office, there must be much more to this than that. I 
would not want to disallow you from making the statement which 
you have every right to make. I do not think it is quite thorough to 
single out some one person, and I am not certain that he alluded to 
the sheepman at that. 

Mr. Won sterrer. As I recall the record he did. 

Mr. Ontver. I think you asked him did it not refer to someone and 
then he indicated he was not concerned primarily with that. May I 
say this: I believe what Mr. Wohlstetter has been saying here is di- 
rected primarily toward the practical effect which not enacting this 
legislation might do if some shipping interests operating between 
Seattle and this Aleutian chain would be getting a subsidized opera- 
tion because of the mail operation and some other steamship line 
would not get it, and to me that is the essential point. 

Mr. Barry. I quite agree. ! think that is the essential point. 
Certainly if one steamship line had a subsidy he could underbid if 
the tariff laws permitted underbidding. Does not the ICC regulate 
the tariffs? 

Mr. Woutsterrer. This is similarly under regulations by the Fed- 
eral Maritime Board. However there is a zone of reasonableness 
in setting rates whereby a carrier of this type could have his rates 
at a lower level than his competitors because of the availability of 
subsidy funds. 

Furthermore, the way this carrier has been operating, the Kimbrell 
Lawrence Transportation Co., there is attached to the letter which 
has been inserted in the record a letter from the Kimbrell Lawrence 
Transportation Co. addressed to the Federal Maritime Board and 
it refers to a request by the Maritime Board for them to file tariffs 
which would subject their operations to regulation. This letter, as 
indicated here, states in effect, if I can legally interpolate this letter, 
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that they are operating sporadic, on a contract basis, and therefore 
they feel their rates should not be regulated by the Maritime Board. 
So in direct answer to your question an operation of this sort by 
Kimbrell Lawrence Transportation Co., who is the company in inter- 
est as far as opposing this legislation is concerned, their rates would 
not be subject to regulation. That is the position they have taken. 

Mr. Onitver. As a matter of fact, I note in this communication to 
the Maritime Board of November 19, 1958, by this transportation 
company, they say they have no plans for operating as a common 
carrier which to me would indicate they have no plans for setting 
up regularly scheduled operations even if this bill were not enacted. 

Mr. Woutsrerter. It does two things: First, it shows their normal 
operations are not as a common carrier, and as such, their rates to 
Alaska are not regulated by any Federal agency. Secondly, it shows 
that before this mail contract potentially became available to them, 
they had no intention of setting up a scheduled service to Alaska. 
The conclusion we draw, which I admit is permissive, is if they 
change their minds, with the same vessel and the same personnel, it 
is only the ability of the mail subsidy funds to conduct the common- 
carrier operation that has appealed to them to change their operation. 
I admit that is a permissive conclusion, but I think reasonable men 
can look at it that way. 

Mr. Barry asked a question of Mr. Rivers which was very interest- 
ing in that it involved the respective sizes of the boats. The fact is, 
as the Post Office Department can establish, the boat operated by the 
Aleutian Marine Transport Co. is ideally suited for this run. It is 
of sufficient size so that it carries the mail and the limited amount of 
cargo which is available in this rather sparsely settled area. On the 
other hand, the boat of the Kimbrell Lawrence Transportation Co. 
is still a small boat, but it is substantially larger. The result is that 
a boat of that type cannot operate efficiently on that run unless it 
draws freight from these other carriers who are operating between 
Seattle and Alaska without the benefit of a mail subsidy. 

I think that is all I have to say unless there are specific questions. 

Mr. Ontver. The Senate hearings here indicate that you made a 
rather extensive statement there and you were asked quite a few 
questions by the members of the Senate committee, and unless the 
other members of the committee here feel they want to ask you other 
questions I think the record is fairly complete. 

Mr. Woutsterrer. If you could take notice of my statement before 
the Senate committee that would in effect state everything that I 
would have to say on this bill. 

Mr. Barry. Why is the law necessary in view of the fact your 
client has always been able to outbid the competition ? 

Mr. Wontsterter. I am glad you raise that question. I cannot tell 
you what this problem meant to Captain Thompson of the Aleutian 
Marine Transportation Co. He came here. He had to leave his vessel 
which he operates himself. He stayed here in Washington for 6 weeks. 
It is too bad this man could not be here before the coinmittee. He 
is a devoted person to the route. Unfortunately this thing got him 
so upset he was hospitalized here with an ulcer attack. The expenses 
to the company were such, and his trip here, that it converted a small 
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element of profit to a loss. I do not believe, in all candor, he will be 
able to, with rising costs, neh this contract at its present level. 

As far as the bidding picture in the future is concerned he will still 
have to concern himself with competition from other people who have 
similar sized vessels. If this law were not enacted and I were advis- 
ing, which I would not do, a company who wants to operate out of 
Seattle, I would advise him to take a loss on the first contract, get the 
operation underway and then operate as much as he could from Seattle 
to offset that loss. In other words, if you do not have this bill, what 
you are doing is putting somebody in there who would put in a low 
bid on the contract to get the contract. That is the historic pattern 
which Mr. Wheeler, or Mr. Alexander of the Post Office Department 
can testify to. Well, in other situations a contractor who does that 
has to suffer with it and hope the next time he can get an increase and 
get a better price on his service. In this case we ‘have the situation 
that the lower this person bids on the mail contract the more impetus 
there is on him to lift freight out of Seattle to try to minimize the loss. 
That is a very bad side effect of not having this legislation. So in 
my opinion it is very necessary. I think the delegation from Alaska 
will tell you they cannot possibly afford to give the consideration that 
was given the award of this mail contract every time it comes up which 
they | did when it came up the last time, and I think the Post Office 
Department will tell you they do not think that it is a reasonable use 
of their funds to send a three-man delegation out to Anchorage and 
Seattle to cover this one little mail contract, which they did, “and I 
doubt if they would want to do it every 4 years. I think if they had 
to do it for every single mail contract they awarded they would have 
to quadruple their personnel. 

Mr. Barry. I would like to make a couple of comments. I think 
basically the position you stated certainly shows a careful analy sis of 
the problem. I also think it is unnecessary for the captain, or the 
owner as he may be in this case, to come here to negotiate a contract. 
First of all you are here as his counsel representing him in 
Washington. 

Mr. Woutsrerrer. I am a poor substitute for Captain Thompson, 
I can tell you that. 

Mr. Barry. I imagine he has the costs of his operation. Again we 
have a very competent Post Office Department who would not know- 
ingly go into a situation where they would capture a lower price in one 
year and be at the mercy of higher costs the next. This bill, if it is 
made into law, is just another little knot in the free enterprise system. 
It may in this instance have a salutory effect in anticipation of another 
steamship company coming in and underbidding just to get the busi- 
ness. Mr. Pelly did bring up the possibility of a new form of mari- 
time travel that might be possible in the future. It seems remote 
perhaps today. What if we could do something like that? We 
would have to amend this law again and go through the legislative 
procedure. I wonder if there is not some other way, through some 
understanding between the Post Office Department and this commit- 
tee that this thing could not be resolved without legislation ? 
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Mr. Woutsterrer. We have given that considerable consideration 
before taking our problems to the Congress. We believe in self-help. 
We had numerous discussions with the Post Office Department and 
this was deemed to be the best solution, although I admit what the 
Congressman says, it is not a perfect solution but in these days there 
does not seem to be many perfect solutions for the problems we meet 
in our rather difficult economy. I would like to take one objection to 
the Congressman’s remarks. As far as my own personal philosophy 
is concerned, I do not know how anybody can talk about private enter- 
prise and subsidy in the same situation. I think one is the antithesis i 
of the other. 1 think it is not that we object to private enterprise. 
We are all for it. My client is basically all for it, and if the Kimbrell 
Lawrence Transportation Co. wants to operate from Seattle to Alaska 
without the benefit of a Government subsidy, more power to them. 
Mr. Ouiver. That is the very essence of your position. 

Mr. Woutsrerrer. That is right. 

Mr. Outver. In effect what you are saying is you believe this bill 
in the interest of private enterprise as a matter of principle / 

Mr. Woutsterrer. That is right. 

Mr. Oxtver. I do not mean to get into a philosophical or ideological 
discussion here. 

Mr. Barry. I think it is very important. There is a lot of principle 
involved in this legislation. I would be the last one in the world 
who would want to favor one over the other. I think it is always bad 
when we have to legislate these matters. 

Mr. Woutstrerrer. I understand and I want my position to be un- 
derstood as one which brings before you the basic problem and princi- 
ple involved rather than as any advocate for any particular interest 
because I represent numerous interests in Alaska. As far as princi- 
ple is concerned they are all unified in this position. 

Mr. Barry. In a certain sense this is based on the experience of 
Captain Thompson and the fear there would be a repeat of the experi- 
ence he had in renegotiating his contract and someone would come in 
and underbid in order to take the business away. It isa fear situation 
here. If there were some way the Post Office Department could with 
confidence show your client that would not happen, they would not be 
willing just to give this business up to somebody, would that assurance 
be sufficient ? 

Mr. Woutsterrer. It might be sufficient, but I would not want to 
be a party to any assurance which impairs the opportunity for com- 
petitive bids unless it is so covered in the statute. 1 would not want to 
be tied in with that sort of a situation. 

Mr. Barry. Not to competitive bidding. I quite agree with you, 
we would have to tie the statute on competitive bidding, but as far as 
an outsider is concerned when not servicing just that area. 

Mr. Woutsrerrer. I do not see how you could do it except with 
legislation. 

Mr. Barry. If I organized a company and could give you better 
service and I did not necessarily ply between those points, but I was 
able to give you better service, 5 years from now I would be excluded 
after this law is passed from doing that. 
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Mr. Woutstetrer. If you are talking about the situation 5 years 
from now, I do not know who there is in the Post Office Department 
who could give me any assurance. That is the problem. I think 
legislation is what we need. 

Mr. Barry. It is traditional insofar as what they will do. I do 
not think you will find the Post Office Department doing a thing like 
that after such a large investment has been made in the vessel. 

Mr. Wout tstetter. I do not want to say anything here that is in 
any way critical of the Post Office Department. We think they went 
all out to get at the facts of this situation and to handle it in a fair 
manner; nevertheless this situation is a real one. It is not a position 
of fear. We have just lived through this experience and we do not 
want to be faced with the same thing again. 

Mr. Barry. I can see how your contractor would sharpen his pencil 
real sharp in order to make certain he would be the low bidder because 
he has the greatest investment in this enterprise as far as this service 
is concerned. I am not certain that is not in the best interest of the 
Government providing it does not work an undue hardship on him. 
If it is to a point where he is losing money, to a point where he is 
faced with operating consistently at a loss, then certainly service 
would be impaired and the possibility of rendering a disservice to the 
Government and to the people might follow. Certainly where a man 
is pressed in business to sharpen his pencil is a good thing. But we 
have no representations made here there are other companies who want 
this business on the basis of operating from these two ports alone. 

Mr. Woutsrerrer. There are no two ports. There are about 23 
ports involved. 

Mr. Barry. From one extremity to the other. 

Mr. Otrtver. That was the point I was trying to make. It seems 
to me this legislation, if enacted, does not prevent somebody else from 
doing just what you have been saying. If they want to set up an 
operation which is more efficient it becomes then a competitive sit- 
uation: does it not? 

Mr. Woutsterrer. That is entirely correct. 

Mr. Outver. This piece of legislation does not prevent that. 

Mr. Woutsterrer. No. We would think that would be improper. 

Mr. Ottver. Provided it is between these two extremities serving 
the ports in between. 

Mr. Woutsterrer. That is correct, Mr. Chairman. In other words, 
you are getting paid for carrying the mail from Seward, as you say, 
to Nikolski, and that is where your operation should be, and if you 
are going off on a jaunt down to Seattle it should not be with the 
Post Office Department funds. 

Mr. Oxtver. I think you have brought out some very good points. 

Mr. Proxor. I would like to commend Attorney Wohlstetter for his 
fair, sincere, and his honest presentation. 

Mr. Barry. Ij join in that. 

We have some witnesses here from the Post Office Department. 

Mr. Ottver. Yes. We have some witneses here from the Post Office 
Department. I think Mr. Wheeler is listed as the leadoff witness. 
We will be glad to have you make a statement. 
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STATEMENT OF RALPH W. WHEELER, DEPUTY ASSISTANT POST- 
MASTER GENERAL, BUREAU OF TRANSPORTATION, POST OFFICE 
DEPARTMENT; ACCOMPANIED BY RALPH J. ALEXANDER, DI- 
RECTOR, TRANSPORTATION DEVELOPMENT AND RESEARCH 
STAFF, BUREAU OF TRANSPORTATION; AND W. W. CAMPBELL, 
ASSOCIATE GENERAL COUNSEL, POST OFFICE DEPARTMENT 


Mr. Wueecer. Mr. Chairman, the Deputy Postmaster General sent 
a letter to the Honorable Thomas Murray on June 15, 1959, express- 
ing the Department’s views on the proposed legislation and I would 
like to have it inserted in the record, if I may. 

Mr. Oxiver. The letter will be inserted at this point in the record. 

(The letter follows:) 

OFFICE OF THE POSTMASTER GENERAL, 
Washington, D.C., June 15, 1959. 
Hon. Tom MuvRRAY, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington D.C. 

DEAR Mr. CHAIRMAN: Reference is made to your request for a report on H.R. 
6835, a bill to amend the act of August 10, 1989, authorizing the Postmaster 
General to contract for certain powerboat service in Alaska. 

Under the existing law (39 U.S.C. 487a) the Postmaster General contracts for 
the transportation of mail by steamboat between Seward and Nikolski, Alaska, 
and several intermediate points. Service is required to be performed on a once- 
a-month frequency, using a safe and seaworthy boat of sufficient size to provide 
adequate space for mail, passengers, and freight. 

This proposal would make it mandatory that any vessel employed in the per- 
formance of mail service on this route shall not be operated between points other 
than those specified in the contract. 

The proposed amendment would not impair the Postmaster General’s author- 
ity to arrange for service which, in his discretion, he may deem necessary be- 
tween points on the route specified in the act of August 10, 1939, as amended. 
The schedules and conditions prescribed by the Department for current opera- 
tions and those in the foreseeable future would not be adversely affected by the 
limitation provided by this bill. 

In view of the foregoing, this Department will interpose no objections to the 
enactment of the measure. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to the committee. 

Sincerely yours, 
Epson 0. SESSIONS, 
Deputy Postmaster General. 

Mr. Oxtver. Do you have a statement to make other than the letter ? 

Mr. Wueeter. No, sir. The position of the Post Office Department 
is still as expressed in the letter. 

Mr. Ouiver. I have some questions here that probably are pertinent 
to this general subject. 

Is it the feeling of the Post Office Department that the passage of 
this legislation would help in maintaining the necessary mail sched- 
ules for the areas which are being served by this operation ? 

Mr. Wueeter. I believe that the dedication of a vessel to this serv- 
ice, which is roughly 3,000 miles a month from Seward to Nikolski 
and return, and with the bad weather conditions they encounter—a 
vessel devoted solely to this service would insure that the performance 
would be more on schedule. 
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Mr. Outver. What was the record of mail service prior to Captain 
Thomas’ operation, which I understand started in 1954 ?¢ 

Mr. Wueeter. That is correct. There were some difficulties expe- 
rienced prior to 1954. I do not think there was anything that could 
be said to be a drastic service interruption, but there were some con- 
tractors that had to be relieved from service because their performance 
was not—— 

Mr. Outver. Was it being operated out of Seattle at that time? 

Mr. Wueeter. No, sir. The mail contract itself involved service 
from Seward to Nikolski, and to the best of my knowledge there has 
never been any time they have operated into Seattle on every monthly 
schedule. It has been an intermittent service at best. It is hard to 
sav they have operated from Seattle as a part of the monthly schedule. 

Mr. Ottver. I assume the position the Post Office Department is 
taking here in not objecting to this legislation is an indication the 
Department feels this gives a better possibility of getting good service 
that the Department wishes to get ? 

Mr. Wueever. That is right. As I indicated, if the vessel is dedi- 
cated to that service, there is certainly better prospects of them main- 
taining their monthly schedules. 

Mr. Ourver. Can you make any observations as to any possible ex- 
pansion of needs so far as mail service is concerned to these areas / 

Mr. Wueerer. I would like to acquaint the members of the subcom- 
mittee with the fact that this mail boat is not the only supply of mail 
to points on the Aleutian chain. By virtue of special legislation af- 
fecting the Alaska mail service we transport all classes of mail by 
aircraft, and the Reeve Aleutian Airways which serves the chain far 
beyond Nikolski moves in all classes of mail to the air-stop points on 
their frequent air schedules. It is only the small hamlets where there 
is no optional service that are supplied exclusively by boat. The mail 
boat handles only a small percentage of the total mail which goes into 
the Aleutian chain offices. 

Mr. Ottver. You do not envision a development in the reasonably 
near future where it would be necessary for a boat to operate out of 
Seattle to give the necessary mail delivery service ¢ 

Mr. No, sir. 

Mr. Outver. Is there any indication that the passage of this legis- 
lation would increase the costs substantially so far as the postal oper- 
ations are concerned / 

Mr. Wueeter. We have no reason to believe so, and I think it might 
be well to state here that the statute itself provides a limit of $250,000 
annual payment for the route and the contract is now in the amount of 
$242.00 a year, so it would be necessary to have a change in the statute 
limiting the amount. 

Mr. Oniver. So this does establish a ceiling as far as costs are 
concerned 

Mr. Wueeter. It does. 

Mr. Oniver. It would have a salutary effect as far as the Depart- 
ment is concerned ¢ 

Mr. Wueerer. Yes. I refer back to Congressman Barry's sharp 
pencil. I think the $250,000 limit requires a sharp pencil. 

Mr. Ontver. During this period from 1954 to the present time, has 
the Post Office Department felt satisfied with the arrangement made 
with Captain Thompson on this service ? 
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Mr. Wueeter. Yes, we feel the service is being performed in ac- 
cordance with the terms of the contract. 

Mr. Ottver. Have you had any complaint in the areas which are 
being served which would indicate that the service should be 
improved 

Mr. Wueeter. No, sir, we have had no evidence they are dissatis- 
fied with the service. 

Mr, Onaver. In other words, you are happy about the whole 
arrangement / 

Mr. Wueeter. We are happy, and from the evidence we get, the 
patrons from the chain are happy. 

Mr. Outver. And you would like to see it continued / 

Mr. Wueeter. Yes. 

Mr. Barry. I do not want to appear to be opposing something by 
my query, but I cannot help but sharpen my pencil a bit again and 
ask how it is consistent that representations have been made here 
that the present contractor got it for $50,000 less than the nearest 
competitor when he is only $8,000 under the limit of the bid? 

Mr. Wueecer. The contract was let last September 1 for $237,000 
and there has been an adjustment of $5,200 in the pay since then as 
provided by statute to allow for increased operating costs which 
were not foreseen, or not known to the contractor at the time the 
contract was let. Now that was the lowest responsible bid and it 
was accepted by the Post Office Department. I believe I could furnish 
for the subeommittee’s information a list of the bids and the amounts, 
but I do not have them right at my fingertips. 

Mr. Ouitver. Do you want that in the record? 

Mr. Barry. I do not think so. I heard representations that the 
present contractor had bid $50,000 less and now you are paying him 
$242,000 under legislation that only permits $250,000, There is only 
a $8,000 spread. I was thinking what was wrong with the other 
bidder. 

Mr. Wueeter. You would have to throw that bid out. 

Mr. Barry. This was the only bidder? 

Mr. Wire ter. I believe that is correct. 

Mr. Barry. You do not anticipate approving legislation per- 
mitting someone to come into Congress and change this $250,000 
appropriation yearly, do you? 

Mr. Wuerter. We have no intention at this time. 

Mr. Barry. You are satisfied as to the cost of operation, that it is 
done in an efficient way as far as this transportation is concerned ? 

Mr. Wueeter. Yes. 

Mr. Barry. What has been the record of schedules during the last 
5 years this man has had the contract? Has he kept to it? 

Mr. Wuerter. Yes. This is a flexible schedule. It does not call 
for him to depart at noon on any one day of the month. He departs 
from Seward upon the arrival of a mail boat early in the month 
from Seattle. Of course the schedule from there out is subject. to 
the whims of the weather. If it is good weather he may be back 
in 12 or 14 days. If it is bad weather it may be 18 days, but he has 
been departing on time and maintaining good schedules. 

Mr. Barry. He does not leave his boat tied up at either port for 2 
or 3 days while he goes off on a long weekend or something like that ? 

Mr. Wueeter. I do not believe so. 
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Mr. Proxor. I would like to say from the testimony I have heard 
this morning I envision this captain as a dedicated and devoted man 
who has made many sacrifices as a pioneer in this personalized serv- 
ice to the great State of Alaska. I would like to compliment all of 
the people who have come before the committee to enlighten us on 
this particular subject. It is new tome. I want to thank you people 
for the information you have given the committee. 

Mr. Barry. Do you look into all the profits of a concern doing 
business with the Government ? 

Mr. Wueeter. In the case of the Aleutian Marine Transportation 
Co. we have had financial statements from them in order to substanti- 
ate the increases we have been granting in accordance with law, but 
they must substantiate every one of their claims for additional 
compensation. 

Mr. Barry. I do not believe the Government has the monopolistic 
right to look into profits, but I do think in a business that is totally 
subsidized the right of inquiry should not be denied. 

Mr. Outver. I want to join with Mr. Prokop in what he said. I 
think the story has been well outlined. It has eliminated some of the 
confusion that was in my mind when I was reading some of the testi- 
mony that had been presented to me with regard to the issue. Cer- 
tainly you people from the Post Office Department have been very 
helpful. T ahile you very much. 

The committee will stand adjourned. 

(Whereupon, at 11:45 a.m., Friday, May 6, 1960, the committee 
adjourned.) 
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